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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Officer's Rcsponsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
infomnation included in this report. It is the responsibility of the accounting offioer to ensure that the annual financial statements 
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash 
flows for the period then ended. The extemal auditors are engaged to express an independent opinion on the annual financial 
statements and were given unrestricted access to alf financial records and reiated data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudentjudgements and estimates. 

The accounting officer acknowledges that she is ultimately responsible for the system of internal financial controls established 
by the municipality and places considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a cleariy 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality's business is conducted in a manner that in ail reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
fbrms of risk across the municipality. VVhile operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructUre, controls, systems and ethical behaviourare applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, thatthe system of 
internal control provides reasonable assurance that the financial records may be relied on for the prsparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash fiow forecast for the year to 30 June 2019 and, in the light of this 
review and the current financial position, she is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The municipality is wholly dependent on the govemment grants fbr continued funding of operations. The annual financial 
statements are prepared on the basrs that the municipality is a going concern and that the Govemment of the Republic has 
neither the intention nor the need to liquidate or curtail materially the scale of the municipality. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the municipality's externa! auditors and their report is 
presented on page 6. 

The annual financial statements set out on pages 7 to 66, which have been prepared on the going concern basis, were 
approved by the accounting officer on 31 August 2018. 


TPM Lebenya 
Municipal Manager 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2018 

Audit Committee Report _ 

We are pleased to present our report for the financial year ended 30 June 2018. We submit this report in line with the provision 
of section 166(2) of the Municipal Finance Management Act for Council's consideration. 

Audlt committee members and attendance 

The audit committee consists of the members listed hereunder and should meet 4 times per annum as per its approved terms 
of reference. During the current year four number of meetings were held. 

Name of member Number of meetings attended 

Mr. MK Mojatau (Chaiperson) 4 

Mr. TE Femele (Member) 4 

Mr. ST Morare (Member) 4 

Ms. MS Ried (Member) 4 

Audit committee responsibility 

The audit committee reports that it has complied with its responsibilities arising from section 166(2)(a) of the MFMA. 

The audit committee also reports that it has adopted appropriate fbrmal terms of reference as its audit committee charter, has 
regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein. 

Evaluation of annual financlal statements 

The audit committee has: 

• reviewed and discussed the audited annual financial statements to be included in the annual report, with the Auditor- 
General and the Accounting Officer; 

• reviewed the Auditor-General of South Affica’s management report and management J s response thereto; 

• reviewed changes in accounting policies and practices; 

• reviewed the entities compliance with legal and regulatory provisions; 

■ reviewed significant adjustments resuiting from the audit. 

The audit committee concur with and accept the Auditor-General of South Africa's report the annual financial statements, and 
are of the opinion that the audited annual financial statements should be accepted and read together with the report of the 
Auditor-General of South Africa. 

Internal audit 

The audit committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks 
pertinentto the municipality and its audits. 

Auditor-General of South Africa 

The audit committee has met with the Auditor-General of South Affica to ensure that there are no unresolved issues. 


Chalrperson of the Audit Committee 



Date: 


BUOEMFONTEIN, 9300 





Report of the Auditor General 


To the Provincial Legislature of THABO MOFUTSANYANA DISTRIGT MUNICIPALITY 


30 June 2018 



n 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements forthe year ended 30 June 2018 

Accounting Officer's Report_ 


The accounting officer submits her report for the year ended 30 June 2018. 

1. Review of activities 

Main business and operations 

The municipality is engaged in rendering support to the local munlcipalities within the district and operates principally in South 
Africa. 


2. Going concern 

We draw attention to the fact that at 30 June 2018, the municipality had a deficit of R (4 481 736) and that the municipality's 
current liabilities exceed its current assets by R (11 331 425). These conditions and events may cast doubt on the 
municipality’s ability to continue as a going concern. 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settiement of 
liabilities, contingent obligations and commitments will occur in the ondinary course of business. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

4. Accounting policles 

The annual financial statements are prepared in accondance with the South African Statements of Generally Recognised 
Accounting Practices (GRAP) issued by the Accounting Standards Board as the prescribed framework by National Treasury. 

5. Accounting Officer 

The accounting officers of the municipality during the year and to the date of this report are: 


Name 

TPM Lebenya 
SK Khote 
TPM Lebenya 


Changes 

Appointed 1 December2017 
Appointed 1 August 2017 to 30 
Contract expired 31 July 2017 


P.O. BOX 315 

0 8 - 02 - 

BLOEMFONTHN, 9300 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annuai Financial Statements for the year ended 30 June 2018 


Statement of Financia! Positicn as at 30 June 2018 


Figures in Rand 

Note(s) 

2018 

2017 

Restated* 

Assets 




Current Assets 

Receivables from exchange transactions 

4 

1 085 099 

1 459 518 

VAT receivable 

5 

1 750 701 

2 206 405 

Cash and cash equivafents 

6 

772 882 

3 608 682 

249 450 

3 915 373 

Non-Current Assets 

Property, plant and equipment 

7 

5 494 809 

9 669 839 

Intangible assets 

8 

3 098 984 

8 593 793 

4 322 358 

13 992197 

Total Assets 

Llabllltles 

— 

12 202 475 

17 907 570 

Current LiabiJities 

Finance lease obligation 

9 

_ 

386 516 

Payables from exchange transactions 

10 

13 957 307 

16 011 129 

Unspent conditional grants and receipts 

11 

25 800 

_ 

Employee benefit obligation 

12 

957 000 

14 940107 

490 000 

16 887 645 

Non-Current Liabllltles 

Employee benefit obligation 

12 

8 499 000 

8 441 000 

Total Lfabilities 


23 439 107 

25 328 645 

Net Assets\(Liabilities) 


(11 236 632) 

(7 421 075) 


The accounting policies on pa^eJ14 to40and the notes on page38 to 66 fbrm an integral part of the annual financial 
statements. 



* See Note 40 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements forthe year ended 30 June 2018 


Statement of Financial Performance 


Figures in Rand 

Note(s) 

2018 

2017 

Restated* 

Revenue 




Revenue from exchange transactions 

Sundry income 

16 

192 387 

180 961 

Interest received - investments 

15 

897 865 

1 147 633 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

— 

1 090 252 

1 328 594 

Other revenue 

Service in kind revenue 

41 

17 028 908 

8 724 653 

Transfer revenue 

Govemment grants and subsidies 

13 

113 780 700 

102 950 102 

Other transfer revenue 

14 

4 599 209 

710 850 

Total revenue from non-exchange transactions 


135 408 817 

112 385 605 

Total revenue 

35 

136 499 069 

113 714199 

Expendlture 

Employee related costs 

20 

(61 361 833) 

(57 953 889) 

Remuneration of councillors 

20 

(10 835 641) 

(10 019 248) 

Depreciation and amortlsation 

17 

(5 503 915) 

(4 402 270) 

Finance costs 

18 

(28 159) 

(182 787) 

Lease rentals on operating lease 

38 

(2 635 860) 

(1 341 593) 

Contracted services 

34 

(2 726 983) 

(2 587 590) 

Loss on disposal of assets 

7 

(616 315) 

(29 466) 

Generat Expenses 

19 

(57 272 099) 

(40 181 014) 

Total expenditure 


(140 980 805) 

(116 697 857) 

Def icit for the year 


(4 481 736) 

(2 983 658) 


The accounting policies on page 14 to 40 and the notes on pages 40 to 66 form an integral part of the annual financial 
statements. 



See Note 40 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the yearended 30 June 2018 


Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

surplus 

Total net 
assets 

Balance at 01 July 2016 as restated 

Changes in net assets 

(4 437 417) 

(4 437 417) 

Surplus / (Deficit) fbrthe year 

(2 983 658) 

(2 983 658) 

Total changes 

(2 983 658) 

(2 983 658) 

Restated* Balance at 01 July 2017 

Changes in net assets 

(7 421 075) 

(7 421 076) 

Surplus / (Deficit) fbr the year 

(4 481 736) 

(4 481 736) 

Other movements 

666 179 

666 179 

Total changes 

(3 815 557) 

(3 815 557) 

Balance at 30 June 2018 

(11 236 632) 

(11 236 632) 


The accounting policies on page 14 to 40 and the notes on pages 40 to 66 form an integral part of the annual financial 
statements. 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements forthe year ended 30 June 2018 

Cash Flow Statement 


Figures in Rand 


Note(s) 2018 2017 

Restated* 


Cash flows from operating activities 

Receipts 

Grants 

Interest income 
Other receipts 


113 780 700 103 026 627 

897 865 1 147 633 

4 791 596 180 961 

119 470 161 104 355 221 


Payments 

Employee costs 


(71 872 195) 

(66 788 450) 

Suppliers 


(45 606 034) 

(30 859 436) 

Finance costs 


(28 159) 

(182 787) 

Benefits paid relating to long service awards 

- 

(332 000) 

(117 838 388) 

(331 000) 

(98 161 673) 

Netcash flows from operating activities 

21 

1 631 773 

6193 548 

Cash flows from investing activities 

Purchase of property, plant and equipment 

7 

(721 825) 

(3 207 867) 

Proceeds from sale of property, plant and equipment 

7 


99 216 

Purchase of other intangible assets 

8 

- 

(2 222 165) 

Net cash flows from investing activities 


(721 825) 

(5 330 816) 


Cash flows from financing activities 

Finance lease payments _(386 516) (1 351 155) 


Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


523 432 (488 419) 

249 450 737 869 

6 772 882 249 450 


The accounting policies on page 14 to 40 and the notes on pages 40 to 66 form an integral part of the annual financial 
statements. 


I AUDITQR G^WERAL 


P.O. BOX 315 

08 -0Z- 2019 

BLOEMFONTEIN, 9300 


\ itUŌ'ltBR GENERAL 


See Note 40 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements forthe yearended 30 June 2018 


Statement of Comparison of Budget and Aetual Amounts 


Budget on Accrual Basrs 

Figures in Rand 

Approved 

budget 

Adjustments Final Budget Actual amounts Difference Reference 

on comparable between final 
basis budget and 

actual 


Statement of FinanciaJ Performance 
Revenue 

Revenue from exchange 
transactlons 


Sale of goods 

21 000 

(12 500) 

8 500 

3 684 

(4 816) 


Sundry income 

3 326 424 

(180 361) 

3 146 063 

188 703 

(2 957 360) 

36.1 

Interest received - investment 

1 425 162 

(235 529) 

1 189 633 

897 865 

(291 768) 

36.13 

Total revenue from exchange 
transactions 

4 772 586 

(428 390) 

4 344196 

1 090 252 

(3 253 944) 


Revenue from non-exchange 
transactlons 







Taxation revenue 

Service in Kind Revenue 

. 

. 


17 028 908 

17 028 908 

36.12 

Transfer revenue 

Government grants & subsidies 

215 001 000 

(101 299 999) 

113 701 001 

113 780 700 

79 699 


Other transfer revenue 

- 

4 600 600 

4 600 600 

4 599 209 

(1 391) 


Total revenue from non- 
exchange transactions 

215 001 000 

(96 699 399) 

118 301 601 

135 408 817 

17107 216 


Total revenue 

219 773 586 

(97 127 789) 

122 645 797 

136 499 069 

13 853 272 


Expenditure 

Personnel 

(56 148 393) 

(1 766 540) 

(57 914 933) 

(61 361 833) 

(3 446 900) 


Remuneration of councillors 

(9 339 645) 

(817 318) 

(10156 963) 

(10 835 641) 

(678 678) 


Depreciation and amortisatlon 

(3 146 064) 

1 

(3 146 063) 

(5 503 915) 

(2 357 852) 

36.2 

Finance costs 

(81 418) 

- 

(81 418) 

(28 159) 

53 259 

36.3 

Lease rentals on operating lease 

(877 740) 

- 

(877 740) 

(2 635 860) 

(1 758 120) 

36.4 

Contracted Services 

(7 968 407) 

- 

<7 968 407) 

(2 726 983) 

5 241 424 

36.5 

Grants and subsidies paid 

(8 994 250) 

- 

(8 994 250) 


8 994 250 

36.6 

General Expenses 

(130 398 793) 

99 292 104 

(31 106 689) 

(57 272 099) 

(26165 410) 

36.12 

Repairs and Maintenance 

(2 577 375) 

389 999 

(2 1 87 376) 

- 

2 187 376 

36.7 

Total expendfturo 

(219 532 085) 

97 098 246 

(122 433 839) (140 364 490) 

(17 930 651) 


Operating deficit 

241 501 

(29 543) 

211 958 

(3 865 421) 

(4 077 379) 


Loss on disposal of assets and 
liabilities 

” 

- 

* 

(616 315) 

(616 315) 


(Deficit)/ Surplus 

241 501 

(29 543) 

211 958 

(4 481 736) 

(4 693 694) 


Actual Amount on Comparable 
Basis as Presented En the 
Budgèt and Actual 

Comparative Statement 

241 501 

(29 543) 

211 958 

(4 461 736) 

(4 693 694) 









THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the yearended 30 June 2018 

Statement of Comparison of Budget and Actual Amounts _ 

Budget on Accrual Basis 

Approved Adjustments Final Budget Actual amounts Difference Reference 
budget on comparable between final 

basis budget and 

Figures in Rand __actual_ 


Statement of Financial Position 


Assets 

Current Assets 

Receivables ffom exchange 

transactions 

VAT receivable 

Cašh and cash equivalents 


Ndn-Currènt Assets " 
Property, plant and equipment 
Intangible assets 

Total Assets 


672 581 


1 174 923 

1 847 504 


7 780 812 
3 828 463 

11 609 275 
13 456 779 


672 581 


(962 923) 212 000 772 882 

(962 923) 884 581 3 608 682 

29 500 7 810 312 5 494 809 

3 828 463 3 098 984 

29 500 11 638 775 8 593 793 

(933 423) 12 523 356 12 202 475 


7 810 312 
3 828 463 

11 638 775 


1 085 099 

1 750 701 
772 882 

3 608 682 


5 494 809 
3 098 984 

8 593 793 


412 518 

1 750 701 
560 882 

2 724101 


(2 315 503) 
(729 479) 

(3 044 982) 
(320 881) 


LiabEiities 

Current Liabilities 
Finance iease obligation 
Payables fforn exchange 
transactions 

Unspent conditional grants and 
receipts 


Non-Current Liabilities 

Finance lease obligation 
Employee benefit obligation 

Total Liabilities 
Net Assets\(Liabilities) 

Net Assets\(Liabillties) 

Net Assets Attributable to 
Owners of Controlling Entity 

Reserves 

Accumulated surplus 


813 289 
3 588 944 


4 402 233 


134 349 


134 349 


(500 000) 


(500 000) 


125 000 
8 605 000 

8 730 000 


813 289 - (813 289) 

3 088 944 1 3 957 307 1 *> 868 363 


259 349 
8 605 000 

8 864 349 


25 800 


9 456 000 

9 456 000 


25 800 


3 902 233 13 983 107 10 080 874 


(259 349) 
851 000 

591 651 


4 536 582 8 230 000 12 766 582 23 439107 10 672 525 

8 920 197 (9 163 423) (243 226) (11 236 632) (10 993 406)" 


8 920 197 (9 163 423) (243 226) (i 1 236 632) (10 993 406) 


The accounting policies on page 14 to 40 and the notes on pages 40 to 66 form an integral part of the annual financial 
statements. AUDIT3R GEWERAL 

P.O. BOX 315 

0 S -02- 2019 

BLOEMFONTHN, 9300 

” AUDITOR GENERAL 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Flnancial Statements forthe yearended 30 June 2018 

Accounting Policies 


1. Presentation of Annual Flnancial Statements 

The annual financlal statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Sectlon 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accountlng and are in accordance with historical 
cost convention as the basis of measunement, unless specified otherwise. They are presented in South African Rand and the 
amounts have been rounded off to the nearest rand. 

A summary of the significant accountlng policies, which have been consistently applied 
financial statements, are disclosed below. 


These accounting policies are consistent with the previous, unless stated to contrary. 

1.1 Presentation currency 

These annual financial statements are presented in South African Rand r which is the fu 


1.2 Signlflcant judgements and sources of estimatlon uncertalnty 

ln preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available infbmriation and the 
application of judgement is inherent in the fbrmation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements. The estimates and Lmderfying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision 
affects only that period, or in the period of the revision and future periods if the revision affects both current and future periods. 

Significant judgements include: 

Receivables 

The municipality assesses its receivables fbr impairment at the end of each reporting period. In determining whether an 
impairment loss should be recorded in surplus or deficit, management makes judgements as to whether there is observable 
data indicating a measurable decrease in the estimated future cash flows from a financial asset. 

Impalrment testlng 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value- 
in-use calculations and fair values less costs to sell. These calculations requ ire the use of estimates and assumptions. It is 
reasonably possible that the assumption may change which may then impact our estimations and may then require a material 
adjustment to the carrying value of goodwill and tangible assets. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 

carrying amount may not be recoverable, In addition, goodwill is tested on an annual basis for impairment. Assets are grouped *■ 

at the lowest level fbr which identifiable cash flows are largely independent of cash flows of other assets and liabilities. If there 

are indications that impairment may have occurred, estimates are prepared of expected future cash flows fbr each group of 

assets. 

Property, plantand equipment 

As described in accounting policies 1.3 and 1.4, the municipality depreciates / amortises its property, plant and equipment and 
intangible assets over the estimated useful lives of the assets, taking into account the residual values of the assets at the end 
of their useful lives, which is determined when the assets are available for use. The useful lives of assets are based on 
management's estimation. 

Management considerèd the impact of technology, availability of capital funding, service requirement and required return on 
assets in order to determlne the optimum useful life expectatron f where appropriate. 

The estimation of residual values of assets is based on managemenfs judgemental as to whether the assets will be sold or 
used to the end of .their useful lives, and in what condition they will be at that time. 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements forthe yearended 30 June 2018 

Accounting Policies _ 


1.2 Significant judgements and sources of estimation uncertainty (continued) 

Provision for long service awards 

The present value of the provision for long service awards depends on a number of factors that are determined on an actuarial 
basis using a number of assumptions. The assumption used in determining the net cost/(income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of the provision for long service awards, 

The municipality determines the appropriate discount rate atthe end of each year. This is the interest rate that should be used 
to determine the present value of estimated future cash outflows expected to be required to settle the obligation. In determining 
the appropriate discount rate, the municipality considers the interest rates of high quality corporate bonds that are denominated 
in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the related liability. 

Other key assumptions for the provision fbr long service awards are based on current market conditions. Additional information 
is disclosed in note 12. 

Impairment of recelvables 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held tor use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an 

• it is probable that future economic benefits or service potential 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase pria 
location and condition necessary for itto be capable of operating in the nn 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at the date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it*s deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted fbr as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure f and where the 
obligation arisèè aš a rèsult of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 
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1.3 Property, plant and equipment (contlnued) 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meetthe 
recognition criteria above are inciuded as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residuai value. 

The useful Jives of items of property, plant and equipment have been assessed as folfows: 


^tem __ Depreciation method Avera ge useful life 

Furniture and fixtures Straight line 5 -12 years 

Motor vehicles Straight line 5-11 years 

IT equipment Straight line 3 - 8 years 

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ ffom the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation method used reflects the pattem in which the asset's future economic benefits or service potential are 
expected to be qpnsiimf d^M thfrmunicipality. The depreciation method applied to an asset is reviewed at least at each 
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic 
benefits or servioe potential embod ied in the asset, the method is changed to reflectthe changed pattern. Such a change is 
accounted for as a change in an accounting estimate. 


Items of prcfpèrty/'plaAf--aLhtl ^è^-uip'rriejit- afra derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected ffom the use of the asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
detenmined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 


Assets which the municipality holds fbr rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. Prooeeds from sales of 
these assets are recognised as revenue. AJI cash fiows on these assets are included in cash flows from operating activities in 
the cash flow statement. 


1.4 Intangible assets 

An intangible asset is an identifiable non-monetary asset without physical substance. 


L-A UDIIOR geweral 1 

I P.o. BOX 315 I 


08 - 02 - 2019 


An asset is identifiable if it either: 

• is separable, i.e. is capable of being separated or divided from an entity and si 


BLOEMFONTHN, 9300 


exchanged p either individually or together with a related contract, identifiable asset or liability, regardlesšTT 
whether the entity intends to do so; or 

arises from binding arrangements (including rights ffom contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 


or 


A binding arrangement describes an arrangement that confers simiiar rights and obligations on the parties to it as if it were in 
the form of a contract 
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1.4 Intangible assets (continued) 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipaiity; and 

• the cost or fair value of the asset can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on research (or on the research phase of an intemal project) is recognised as an expense when it is incurred. 

Intangible assets are carried at cost less any accumulated amortisation and any impainnent losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no fbreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested fbr impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed ateach reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicatorthat 
the asset may be impaired. As a resultthe asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 

Intemally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 

Intemaliy generated goodwill is not recognised as an intangible asset. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software, other 3-6 years 

Intangible assets are derecognised: 

• on disposal; or 

• when no future economic benefits or service potential are expected fforn its use or disposal. 

1.5 Investment assets 

Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down immediately 
to its recoverable amount and an impairment loss is charged to the statement of financial performance. 



17 



THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


1.G Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity* 

The amortised cost of a financial asset or financial liability is the amount at which the financiai asset or financial liability is 
measured at rnitial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an alEowance account) for impairment or uncollectibility. 

A concessionary loan is a loan granted to or received by an entity on terms that are not market related. 

Credit risk is the risk that one party to a financial instrument wiii cause a financial loss for the other party by failing to discharge 
an obligation. 

Currency risk is the risk that the fair value or future cash flows of a financial instrument wrll fluctuate because of changes in 
foreign exchange rates. 

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity’s statement of 
financial position. 

A derivative is a financial instrument or other contract with all three of the following characteristics: 

• Its vaiue changes in response to the change in a specified interest rate, financial instrument price, commodity price, 
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of 
a non-financial variable that the variable is not spedfic to a party to the contract (sometimes called the ‘underlying 1 ). 

• It requires no initial net investment or an initial net investment that is smaller than would be required for other types 
of contracts that would ba expected to have a similar response to changes in market factors. 

• It is settled at a future date. 

The effective interest method is a method of calculating the amortised cost of a financial asset or a finandal liability (or group of 
financial assets orfinancial liabilities) and of allocating the interest income or interest expense overthe relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the 
financial instrument (fbr example, prepayment, call and similar options) but shall not consider future credit losses. The 
calculation includes afl fees and points paid or received between parties to the contractthat are an integral part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums 
or discounts. There is a presumption that the cash fiows and the expected life of a group of similar finandal instruments can be 
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life 
of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arm’s iength transaction. 

A financial asset is: 

• cash; 

• a residual interest of another entity; or 

• a contractual right to: 

receive cash or another financial asset from another entity; or 
- exchange financiai assets or financial liabilities with another entlty 
favourable to the entity. 

A financial guararitèè contract is a contract that requires the issuer to make spedfied payments to reimburse the holder fbr a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 

A financial liability is any liability thatfs a contractual obligation to: 

• deliver cash or another financial asset to another entity; or 

• exchange flnancial assets or financial liabilities under conditions that are potentially unfavourable to the entity. 

Interest rate risk is the risk that the fair value or future cash flows of a financiaf instrument will fluctuate because of changes in 
market interest rates. 
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1.8 Financial instruments (continued) 

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with financial 
fiabifities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitmentto provide credit under pre-specified terms and conditions. 

Loans payable are financial liabifities, other than short-term payables on normal credit terms. 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk. 

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors 
specifipto the indiyidjjaLfinancial instrument or its issuer, orfactors affecting all similarfinancial instruments traded in the 
market. 


A financial asset is past due when a counterparty has failed to make a payment when contractually due. 

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A 
residual interest includes contributions ffom owners, which may be shown as: 

• equityJnstruments or.similar forms of unitised capital; 

• a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as 
forming part of an entity's net assets, either befbre the contribution occurs or at the time of the contribution; or 

• a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net 
assets of an entity. 

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued or 
disposed of the financial instrument. 


Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that; 

• the entity designates at fair value at initial recognition; or 

• are held fortrading. 


Financial instruments at cost are investments in residual interests that do not have a quc 
and whose fair value cannot be reliably measured. 


■p.O. BOX 


Financial instruments at fair value comprise financial assets or financial liabilities that are| 

* derivatives; 

* combined instruments that are designated at fair value; 

* instruments held for trading. A financial instrument is held fbr trading if: 

it is acquired or incurred principally for the purpose of selling or repurchadiig 1 ] 
on initial recognition it is part of a portfolio of identified financial instrumenl 
which there is evidence of a recent actual pattern of short term profit-taking; 

non-derivative financial assets or financial liabrlities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 


o 8 -02- 2013 

: are managed together and for 


Classificatlon 


The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 


Class 

Receivables ffom exchange transactions 
Receivables from non exchange transactions 
VAT Receivable 
Cash and cash equivalents 


Category 

Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
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1.6 Fmancial instruments (continued) 

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 


Class 


Finance lease obligation 
Operating lease liability 
Payables from exchange transactions 
Unspent conditional grants and receipts 


Category 

Financial iiabifity measured at amortised cost 
Financial iiability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 


Initial recognition 

The entrty recognises a financial asset or a financial liability in rts statement of financial | 
party to the contractual provisions of the instrument 

The entity recognises financial assets using trade date accounting. 

Inltlal measurement of financial assets and flnanclal llabilities 

The entity measures a financial asset and financial liability rnitially at its fair vafue plus 1 
attributable to the acquisition or issue of the financial asset or frnancial liability. 


IHWBIIIMP 


P.O. BOX 315 

08 -02- ;nt.q 

BLO£MFQNTHN f 9300 

EWE«»Mtiy 


The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity 
analyses a concessionary loan into its component parts and accounts foreach component separately. The entity accounts fbr 
that part of a concessionary loan that is: 

* a sodal benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

* non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactrons 
(Taxes and Transfers), where it is the recipient of the loan. 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financral liabilities after initiai recognition using the following categories: 

•" Financjal ipstruments at fair value. 

'• f^i^Tlclal ^ètKjrrientš^at amortised cost. 

* Financial iristruments at cost 

All financial assets measured at amortised cost, or cost, are subjectto an impaimnent review. 

Fair value moasurement considerations 

The best èvid'ènce 6f falr valde iè quoted prices in an active market. If the market for a financial instrument is not active, the 
entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish what the 
transaction price would have been on the measurement date in an arm J s length exchange motivated by normal operating 
considerations. Valuation techniques include using recent arm’s length market transactions between knowledgeable, willing 
parties, if available, reference to the current fair value of another instrument that is substantiaily the same, discounted cash flow 
analysis and option pricing models. If there is a valuation technique commonly used by market participants to price the 
instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market 
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relies 
as littte as possibie on entity-specific inpirts. It incorporates ali factors that market participants wouid consider in setting a price 
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, an municipality 
calibrates the valuation technique and tests it for validity using prices from any observable current market transactions in the 
same instrument (i.e. without modification or repackaging) or based on any available observable market data. 

The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on 
demand, discounted from the first date that the amount could be required to be paid. 
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1.6 Financial instruments (continued) 

Reclassification 

The entity does not reclassify a financial instrument while it is issued or held unless it is: 

• a combined instrument that is required to be measured at fair value; or 

♦ an investment in a residual interest that meets the requirements fbr reclassification. 

Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated ffom a host 
contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value. This 
nequires a reclassification of the instrument from amortised cost or cost to fair value. 

If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity 
reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available 
becomes the cost. 

If a neliable measure becomes available for an investment in a residual interest for which a measure was previously not 
available, and the instrument would have been required to be measured at fair value, the entity reclassifies the instrument from 
cost to fair value. 


Gains and losses 

A gain or loss arising fforn a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is necognised in surplus ordeficit 
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 

Impalrment and uncollectibility of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or group of 
financial assets is impaired. 

Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original 
effective interest rate. The carrying amount of the asset is reduced directly OR through the use of an allowance account. The 
amount of the loss is recognised in surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly OR by 
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the 
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount 
of the reversal is recognised in surplus or deficit. 

Financial assets measured at cost: 


If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
the difference bètwfen th^ carrying arpount of the financial asset and the present value of estimated future cash flows 
discounted at the qurrent nparket ratfe of return for a similar financial asset. Such impairment losses are no t reversed,, 

Derecognltion 

Financial assets 


The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

• the contractual rights to the cash flows from the financial asset expire, i 

• the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or 
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1.6 Financial instruments (continued) 

■ the entity, despite having retained some significant risks and rewands of ownership of the financial asset f has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in rts 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the entity : 

- derecognise the asset; and 

recognise separately any rights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts recognrsed and derecognised is recognised 
in surplus or defidt in the period of the transfer. 

If the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to service 
the financial asset for a fee, it recognises either a servicing asset or a servicing liabiiity for that servicing contract. If the fee to 
be received is not expected to compensate the entity adequately for performing the servicing, a servicing liability for the 
servicing obligation is recognised at its feir value. If the fee to be received is expected to be more than adequate compensation 
for the servicing, a servicing asset is recognised fbr the servicing right at an amount determined on the basis of an allocation of 
the carrying amount of the larger financial asset. 

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity obtaining a new 
financial asset or assuming a new financial liability, or a servicing liability, the entity recognises the new financial asset, 
financiaf liability or servicing liability at fair value. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration reoeived is recognised in surplus or deficit. 

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its entirety, the 
previous carrying amount of the larger financial asset is allocated between the part that continues to be recognised and the part 
that is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a retained 
servicing asset is treated as a part that continues to be recognised. The difference between the carrying amount allocated to 
the part derecognised and the sum of the consideration received for the part derecognised is recognised in surplus or deficit. 

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of ownership 
of the transferred asset, the entity continues to recognises the transferred asset in its entirety and necognise a financial liabllity 
fcr the consideration received. In subsequent periods, the entity recognises any revenue on the transferred asset and any 
expense incurred on the financial liability. Neither the asset, and the associated liability nor the revenue, and the associated 
expenses are offeet. 

Financial liabilities 


The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it rs 
extinguished — i.e. when the oblrgation specrfied in the contract is discharged, cancelfed, expires or waived. 

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted fcr as 
having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial modification 
of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original financial liability 
and having recognised a new financial liability. 


The drfference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transfsr red-Qf; [jabilitie s assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another 

are accounted fbr in accordance with the Standard of GRAP on Revenue from Ny "eVfcffaho nd 


Presentation 

Interest relating to a financial instrument or a component that is a financial liabili 
surpius or deficit. 



:pense in 


Losses and gains relatjng to a financial instrument or a component that is a financial liability is recognised as revenue or an 
expense in surplus or deficit: " 1 
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1.6 Financial instruments (continued) 

A financial asset and a financial liability are only offeet and the net amount presented in the statement of financial position 
when the entity currently has a legally enforceable right to set off the recognised amounts and intends either to settle on a net 
basis, or to realise the asset and settle the liability simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred 
asset and the associated liabiiity, 

Receivables from exchange transactlons 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the 
effective interest rate method. Appropriate allowances fbr estimated irrecoverable amounts are recognised in surplus or deficit 
when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability that the 
debtor will enter bankruptcy or financial reorganisation, and default of delinquency in payments (more than 30 days overdue) 
are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the difference 
between the asset's carrying amount and the present value of estimated future cash flows discounted at the effective interest 
rate computed at initial recognition. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectable, it is written off against the 
allowance account fbr trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expense in surplus of deficit. 

Payables from exchange transactions 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, other short-term highly liquid investments that are 
readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. 

Gains and losses 

A gain or loss arising from a change in a financial asset or financial liability is recognised as follows: 

• A gain or loss on a financial asset or financial liability classified as at fair value through surplus or deficit is 
recognised in surplus or deficit; 

• A gain or loss on an available-for-sale financial asset is recognised directly in net assets, through the statement of 
changes in net assets, until the financial asset is derecognised, at which time the cumulative gain or loss previously 
recognised in net assets is recognised in surplus or deficit; and 

• For financial assets and financial liabrlities carried at amortised cost, a gain or loss is recognised in surplus or deficit 
when the financial asset orfinancial liability is derecognised or impaired, and through the amortisation process. 

1.7 Leases 

A lease is classified as a finance lease if ittransfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 


^TlorBOX-3tS 
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1.7 Leases (continued) 

Finance (easee - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the ieasea property or, if lower, the pnesent value of the minimum lease payments. The corresponding liabiiity to the iessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 

Minimum lease payments are apportioned between the finanoe charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate on the remaining balance of 
the liabtlity. 

Any contingent rerrts are expensed in Ihe period in which they are incurred. 

Subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset. 
Assets held under finance leases are depreciated over their expected usefu! lives on the same basis as owned assets, or 
where shorter, the term of the relevant lease. The determination of whether an arrangement is, or contains a lease is based on 
the substance of the arrangement at inception date of whether the fulfilment of the arrangement is dependent on the use of a 
specific asset or assets or the arrangement conveys a right to use the asset. The classification of the lease is determined using 
the standard of GRAP on leases. 


Operating leases - lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

Lease incentives received are recognised as an integral part of the total lease expense, overthe term of the lease. 

1.8 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipalrty with the primary objective of generating a commercial retum. 
When an asset is deployed in a manner consistent with that adopted by a profir-orientated entity, it generates commercial 
return. 

Impairment is a loss in the future economic benefits or servioe potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or service potential through depredation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impainment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a oommercial retum 
that generates cash inflows from continuing use that are Jargely independent of the cash inflows ffom other assets or groups of 
assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 


Depreciation (amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less oosts to seli is the amount obtainable from the sale of an asset in an artn's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 


Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 


Useful life is eithen 

• the period of time over whlch an asset is expected to be used by the municipality; or 

• the number of production or similar units expected to be obtained from the asset by the municipality. 


Criteria developed by the 
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1.8 Impairment of cash-generating assets (continued) 

Identiflcation 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indicatlon that a cash-generating asset may be 
impaired. If any such indication exists f the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with 
an indefinite useful life or a cash-generating intangible asset not yet available fbr use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is perfomned at the same time every year. If an intangible 
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end 
of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived ffom the 
continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposa! and the municipality applies the appropriate discount rate to 
those future cash flows. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued cash-generating asset is treated as a revaiuation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extentthat is a requirement in the Standard of GRAP. 

Afterthe recognition of an impairment loss, the depreciation (amortisation) charge forthe cash-generating asset is adjusted In 
future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 
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1,8 Impairment of cash-generatlng assets (continued) 

Reversal of fmpairment loss 

The munidpalrty assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impaimnent loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversai of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impaimnent loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognlsed, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would othenvise have been allocated to the asset is allocated pro rata to 
the otherassets of the unlt. 


1.9 Impairment of non-cash-generating assets 

Cash-generating assets are assets used with the objective of generating a commercial return. Commencial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 

Non-cash-generating assets are assets otherthan cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognrtion 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amōunt at which an asset is recognised in the statement of financial pcsition after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash infiows ffom continuing use that are largely independent of the cash inflows ffom other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 


Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life, 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowfedgeable, willing parties, Jess the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less cost^ .tg 
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1.9 Impalrment of non-cash-generating assets (continued) 

Useful life is either: 

• the period of time over which an asset is expected to be used by the municipality; or 

• the number of production or similar units expected to be obtained from the asset by the municipality. 

Edentification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset with 
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by 
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time every 
year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested for 
impairment before the end of the current reporting period. 

Recognition and measurement (Individual asset) 

If the recoverable service amount of a non-cash-generating asset is less tnan its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus ordeficit. 

Any impaimnent loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

When the amount estimated fbr an impairment loss is greater than the carrying amount of the non-cash-generating assetto 
which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

Afterthe recognition of an impairment loss, the depreciation (amortisation) charge fbrthe non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful lifè. 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase, 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 
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1.10 Employee benefits 

Employee benefits are all forms of consideration grven by an entity in exchange for services rendered by empfoyees. 

A qualifying insurance policy is an insurance poiicy issued by an insurer that is not a related party (as defined in the Standard 
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless erther: 

• the proceeds represent surplus assets that are not needed for the poiicy to meet ali the related employee benefit 
obligations; or 

• the proceeds are retumed to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either: 

• an entity’s decision to terminate an employee’s employment before the normal retirement date; or 

• an employee’s decision to accept voluntary redundancy in exchange fbr those benefits. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve morrths after the end of the period in which the employees render the related service. 

Vested employee benefits are employee benefits that are not conditional on future employment. 

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 

A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that rt wilf accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsrbilities. 

Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related services. 

Short-term employee benefits include ftems such as: 

- wages, salaries and social security contributions; 

■ short-term compensated absences (such as pald annual leave and paid sick leave) where the compensation fbrthe 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

• bonus, incentive and perfbrmance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars 
and cellphones) fbr current empJoyees. 

When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted amount 
of short-term employee benefits expected to be paid rn exchange for that service: 

• as a liability (accrued expense), after deductrng any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the entity recognise that excess as an asset (prepaid expense) to the extent 
that the prepayment will Jead to, for example, a reduction in future payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the benefits In the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measures the expected 
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a resuit of the unused 
entitlement that has accumuiated at the reporting date. 


The entity recognises thè expècted cost of bonus, incentive and performance related payments when the entrty has a present 
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can 
be made. A present obligation exists when the entity has no realistic alternative but to make the payments. 
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1.10 Employee benefits (continued) 

Post-employment benefits: Defined contribution plans 

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior periods. 

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution payable to 
a defined contribution plan in exchange for that service: 

• as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset 
(prepard expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

*■ as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 

Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the 
currency and estimated term of the obligation. 

Provision for lōng service awards 

For the provision for long servioe awards the cost of providing the benefits is determined using the projected credit method. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

Consideration is given to any event that could impact the funds up to end of the reporting period where the interim valuation is 
performed at an earlier date. 


The municipality has an obligation to provide long-service allowance benefits to all of its employees. According to the rules of 
the Long-service Allowance Scheme, which the municipality instituted and operates, an employee (who is on the current 
Conditions of Service), is entitled to a cash allowance, calculated in terms of the rules of the scheme. The municipality's liability 
is based on an actuarial valuation. The projected unit credit method has been used to value the liabilities. Actuarial gains and 
losses on the long term incentives are accounted forthrough the statement of financial performance. 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surpius or deficit, the expense relating to a defined benefit 
plan is presented as the net of the amount recognised for a reimbursement. 

Post retirement obligations - medical aid 

The municipality provides post-retirement health care benefits upon retirementto some retirees. 


The entitlement to post-retirement health care benefits is based on the employee remaining^irLservice up to retirement age and 
the completion of a minimum service period. The expected costs of these benefits are 

Independent qualified actuaries carry out valuations of these obligations. An annual chaL_ OTV ra™ 3 r_ 

liabilities. 9 R0 - 

1.11 Provisions and contingencies | 06 -02-7IM 

Provisions are recognised when: |-. 9300 ^ 

* the municipality has a present obligation as a result of a past event; L AUDlf 

■ it is probable that an outflow of resources embodying economic benefits or semce potentiaTwfill 

settle the obligation; and 

* a reliable estimate can be made of the obligation. 


The amount of a provision is the best estimate of the expendrture expected to be required to settfe the present obligation at the 
reporting date. 


Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 
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1.11 Provisions and contingencies (contlnued) 

The discount rate is a pre-tax rate that refiects current market assessments of the time value of money and the risks specific to 
the liability. 


Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is reoognised when, and only when, it is virtually certain that reimbursement wifl be reoeived if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursementdoes 
not exceed the amount of the provision. 


Provisions are reviewed at each repordng date and adjusted to reflect the current best estimate. Provisions are reversed if rt is 
no longer probable that an outflow of resources embodying eoonomic benefits or service potential will be required, to settle the 
obligation. 


Where discounting is used t the carrying amount of a provision increases in each period to rel 
increase is recognised as an interest expense. 

A provision is used only for expenditures fbr which the provision was originally recognised. 
Provisions are not recognised forfuture operating deficit. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the 
measured as a provision. 
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A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan fbr the restructuring, identifying at least: 

- the activity/operating unit or part of a activity/operating unit concemed; 
the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated fbr services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• neoessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale 
or transfer, that Is, there is a binding arrangement. 

After their initiai reoognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

CpHtiefler^^efe^ntiioontingent liabilrties are not recognised. Contingencies are disclosed in note 24. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor faifs to make payment when due in accondance with the original or modified terms of a 
debt instrument. 


Loan commitment is a fimn commitment to provide credit under pre-specified terms and conditions. 

The municipality recognises a provision fbr financial guarantees and loan commitments when it is probable that an outflow of 
resources embodying economic benefits and service potential will be required to settle the obligation and a reiiable estimate of 
the obligation can be made. 

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. Indications that 
an outfiow of resources may be probable are; 

* financial difficulty of the debtor; 

• defaults or delinquencies in interest and capital repayments by the debtor; 
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1.11 Provisions and contingencies (continued) 

• breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the 
ability of the debtor to settle its obligation on the amended terms; and 

• a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on 
the ability of entities to repay their obligations. 

Where a fee is received by the municipality fbr issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date. 
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality 
recognises the obligation at the higher of: 

• the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets; 
and 

• the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance 
With the Standard of GRAP on Revenue from Exchange Transactions. 

1.12 Revenuefrom exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount fbr which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm's length transaction. 

Measurement 

Revenue is measured atthe fair value of the consideration received or receivable, net of trade discounts and volume rebates. 

Sale of goods 

Revenue ffom the sale of goods is recognised when all the following conditions have been satisfied: 

• thè municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential assc 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction < 

Rendering of services 

When the outcome of a transaction involving the rendering of services can I 
the transaction is recognised by reference to the stage of completion of the 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the stage of compietion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage 
of. completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until 
the significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction. 
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1.12 Revenue from exchange transactions (continued) 
Interest received 


Revenue arising from the use oy otners of entrty assets yielding interest, royalties and dividends or similar distributions is 
recognised when: 

• It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality, and 

• The amount of the revenue can be measured reliably. 


Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Service fees included rn the price of the product are recognised as revenue over the period durinj which 
performed. 

1.13 Revenue from non-exchange transactions 
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Revenue comprises gross inflows of economic benefits orservice potential received and receivable by an municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 


Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potentiaf must be 
returned to the transferor. 


Control of an asset arises when the municipality can use or otherwise benefit from the asset in pursuit of rts objectives and can 
exclude or otherwise regulate the access of others to that benefrt. 

Exchange transactions are transactions in which one entity receives assets orservices, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay 
taxes. 


Fineš are economic benefits or service potsential received or raoeivable by entities, as detemnined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 

Non-èxchange*Fai^ctjons are transactions that are not exchange transactions. In a non-exchange transaction, a municipality 
either receives value from another municipality without directiy giving approximately equaJ value in exchange, or gives value to 
another municipality without directly receiving approximately equal vafue in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes fbr which a transferred asset may be used, 
but do not spècify that future economic benefits or servioe potentiaf is required to be retumed to the transferor if not deployed 
as specified. r> 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 

Transfers are inflows of future economic benefits or service potentiai from non-exchange transactions, other than taxes. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, exceptto the extent 
that a liability is also recognised in respect of the same inflow. 

As the municipalrty satisfies a present obligation recognised as a liability in respect of an rnflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 
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1.13 Revenue from non-exchange transactions (continued) 

Measurement 

Revenue from a non-exchange transaction is measured atthe amount of the increase in net assets recognised by the 
municipality. 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a 
liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount required to settle 
the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a 
liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the 
Irability is recognised as revenue. 

Taxes 

The municipality recognises an asset in respect of taxe$ when the taxable event occurs and the asset recognition criteria are 
met. 


The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the standard rate of 14% 
from 1 July 2017 to 31 March 2018 and a standard rate of 15% from 1 April 2018 to June 2018 in terms of section 7 (1) (a) of 
the VAT Act in respect of the supply of goods or services, except where the supplies are specifically zero-rated in terms of 
section 11, exempted in terms of section 12 of the VAT Act or are scoped out for VAT purposes. The municipality accounts for 
VAT on a monthly basis. 

Services In-kind 


Except fbrfinancial guarantee contracts, the municipality recognise services in-kind that are significantto its operations and/or 
service delivery objectives as assets and recognise the related revenue when it is probable that the fiiture economic benefits or 
service potential will flow to the municipality and the fair value of the assets can be measured reliably. 

Where services in-kind are not significant to the municipality's operations and/orservice delivery objectives and/or do not 
satisfy the criteria for recognition, the municipality disclose the nature and type of services in-kind received during the reporting 
period. 


The municipality recognise services in-kind that are significantto its operations and/or service delivery objectives as assets and 
recognise the related revenue when it is probable that the future economic benefits or service potential will flow to the 
municipality and the fair value of the assets can be measured reliably. 


1.14 Investment income 


P.o. BOX 3U 


Investment income is recognised on a time-proportion basis using the effective interest method. 

1.15 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the bor|owift||)|[yjf]q^j^ gjg 
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Borrowing costs are recognised as an expense in the period in which they are incurred. 


1.16 Comparative figures 


When the presentation or classification of an item in the annual financial statements are amended, comparative amounts are 
reclassified. 


1.17 Unauthorised expenditure 

Unauthorised expenditure means: 

* overspending of a vote or a main division within a vote; and 

* expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 
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1.17 linauthorised expendrture (contlnued) 

All expenditure relating to unauthorised expenditune is recognised as an expense in the statement of financial perfbrmance in 
the year thatthe expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted fbr as revenue in the statement of financial performance. 

1-18 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expendrture was incurred. The expenditure is dassified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted fbr as revenue in the statement of financial performance. 

1.19 lrregularexpendlture 

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expendrture f incurred in 
contravention of or that is not in acoordanoe with a requirement of any applicable legislation, including - 

(a) this Act; or 

(b) which has not been condoned in terms of section 170; 

(c) expenditure incurred by a municipality or municipal entity in contravention of, orthat is not in accordance with, a 
requirement of Municipality Systems Act, and which has not been condoned in terms of the Act; 

(d) expenditure incurred by a municipality in contravention of, orthat is not in accordance with, a requirement of the Public 
Office-Bearers Act, 1998 (Act No.20 of 1998); or 

(e) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with a 
requinement of the supply chain management policy of the municipality or entity or any of the municipality's by-laws giving 
effect to such policy, and which has not been condoned in terms of such policy or by-laws but excludes expenditure by a 
municipaJity which falis within the definition of "unauthorised expenditure 

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA requires 
the fbllowing (effective from 1 April 2008): 

Irregular expenditure that was incurred and identified during the current financial and which was condoned befbre year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register. In 
such an instance, no further action is also required with the exception of updating the note to the financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of 
updating the note to the financial statements, 

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned. 

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasuiy or the relevant authority must be recorded appropriately in the irreguiar expenditure register. If liability for the 
irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate 
steps must thereaffer be taken to recover the amount from the person concerned. If recovery is not possible, the accounting 
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the 
financial statements. The irregular expenditure register must also be updated accordingly. If the irregular expenditure has not 
been condoned and no person is liabfe m law, the expenditure related thereto must remain against the relevant 
programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the 
irregularexpenditure register. 
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1.20 Use of estimates 

The preparation of financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. It also requires management to exercise its judgment in the process of applying the municipality’s accounting 
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are 
significant to the financial statements are disclosed in the relevant sections of the financial statements. Although these 
estimates are based on management’s best knowledge of current events and actions they may undertake in the future, actual 
results ultimately may differ from those estimates. 

Estimates in the financial statements include but are not limited to the following: 

- Depreciation 

- Bad debts, 

- Long service awards 

1.21 Segment informatlon 

Segmental infbrmation on property, plant and equipment, as well as income and exp 
based on the International Government Financial Statistics classifications and the bt v 
Treasury. The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. Segment 
infbrmation is prepared in conformity with the accounting policies applied for preparing and presenting the financial statements. 

1.22 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP 

1.23 Budget information 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance outcome 
objectives. Deviations between budget and actual amounts are regarded as material differences when more than 10% 
deviation exists. Referto Note 37 fbr all material differences explained. 

The approved budget covers the fiscal period from 2017/06/01 to 2018/06/30. The financial statements are prepared on the 
accrual basis of accounting, and the budget is prepared on the accrual basis. A comparison with the budgeted amounts for the 
reporting period has been included in the Statement of comparison of budget and actual amounts. 

The annual budget ftgures have been prepared in accordance with the GRAP standard. The amounts are scheduled as a 
separate additional financial statement, called the Statement of comparison of budget and actual amounts. 

Explanatory comment is provided in the notes to the annual financial statements giving reasons for significant individual 
variances between budgeted and actual amounts. These figures are those approved by the Council at the beginning and during 
the year fbllowing a period of consultation with the public as part of the Integrated development plan. The budget is approved 
on accrual basis. 

The Statement of comparison of budget and actual amounts has been included in the financial statements as the 
recommended disclosure when the financlal statements and the budget are on the same basis of accounting as determined by 
National Treasury. 

1.24 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government As a consequence of the constitutional independence of the three spheres of govemment in South Africa, 
only entities within the national sphere of government are considered to be related partiesl. 

Management are those persons responsible fbr planning, directing and controlling the activitles of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 

Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic 
fihancial and operating decisions relating to the activity require the unanimous consent of the parties sharlng control (the 
venturers). 


I AUPITORGli 


s. 


P.O. BOX 315 

0 8 -02- 2019 

BtOWOMTElM. 93'IQ 


and D, 


35 



THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the yearended 30 June 2018 

Accounting Policies 


1.24 ReJated partJes (continued) 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

jndividuals as well as their close tamily members, and/or entities are reiated parties if one party has the ability, directly or 
indirectly, to controi or jointly control the other party or exercise significant influence over the other party in making financiai 
and/or operating decisions. Management is regarded as a related party and comprises the councillors, Executive Mayor, 
Mayoral Committee members, Municipal Manager, executive directors and all other managers reporting directly to the 
Municipaf Manager or as designated by the Municipal Manager, 


1.25 Events after reportlng date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the finandal statements are authorised for issue. Two types of events can be identified: 

* thōsSthat pfovjde evidencè of conditions that existed at the reporting date (adjusting events after the reporting date); 
ahd 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 

The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred. 

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of al! material non-adjusting events, where non-disclosure could influence the economic decisions 
of users taken on the basis of the financial statements. 

1.26 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, condrtions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 

Revenue from conditional grants is recognised when it is probabie that the economic benefits or service potential will flow to 
the municipality, the amount of the revenue can be measured reliably and to the extent that there has been compliance with 
any restrictions associated with the grant. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 

Measurement 


Revenue frorn a non-exchange transaction is measured atthe amount of the increase in net assets recognised by the 
municipality. 

When, as a resuit of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
to the amount of the asset measured at fts fair value as at the date of acquisition, unless it is also required to recognise a 
liability. 


Where a liability is required to be recognrsed it will be measured as the best estimate of the amount required to settle the 
obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a liability is 
subsequently reduced, because the taxable event occurs or a condition is satisfied, the am ount of the reduction m ft |fg, M i|a|pi>i* y « 
recognised as revenue. IT " 
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1.27 Commitments 

The term ‘commitments 1 is not defined in any of the standards but may be referred to as the intention to commit to an outflow 
from the entity of resources embodying economic benefits. Generally, a commitment arises when a decision is made to incur a 
liability e.g. a purchase contract. Such a decision is evidenced by, but not limited to, actions taken to determine the amount of 
the eventual resource outflow or a reliable estimate e.g. a quote, and conditions to be satisfied to establish an obligation e.g. 
delivery schedules. These preconditions ensure that the information relating to commitments is relevant and capable of reliable 
measurement. An entity may enter into a contract on or befbre the reporting date fbr expenditure over subsequent accounting 
periods e.g. a contract fbr construction of infrastructure assets, the purchase of major items of plant and equipment or 
significant consultancy contracts. In these events, a commitment exists at the reporting date as the entity has contracted for 
expenditure but no work has started and no payments have been made. The notes to the financial statements must disclose 
the nature and amount of each material individual and each material class of capital expenditure commitment as well as non- 
cancellable operating leases contracted for at the reporting date. Commitments fbr the supply of inventories, where a liability 
under a contract has not yet been recognised, do not require disclosure as ~ commitment. 
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Figures in Rand 2018 2017 


2. New standards and interpretations 

2.1 Standards and interpretatlons issued, but not yet effective 

The municipalrty has not applied the fbllowing standards and interpretations, which have been published and are mandatory 
for the municipality’s accounting periods beginning on or affcer 01 July 2018 or later periods: 

GRAP 37: Joint Arrangements 

The objective of this Standard is to establish principles for financial reporting by entities that have an intenest in 
arrangements that ane controlled jointJy (i.e. joint arrangements). 

To meet this objective, the Standard defines joint control and nequires an entity that is a party to a joint arrangement to 
determine the type of joint arrangement in which it is involved by assessing its rights and obligations and to account for 
those rights and obligations in accordance with that type of joint arrangement. 

It furthermore covers Definitions, Joint arrangements, Financial statements and parties to a joint arrangement, Separate 
financial statements, Transitional provisions and Effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard for the first time when the Minister sets the effective date fbr the standard. 

It is unlikeiy that the sfand^rd wiJi have a material impact on the municipality's annual financial statements. 

GRAP 110: Llvlng and Non-ljvihg ResoMrces 
The objective of this Standard is to prescribe the: 

• recognition, measurement presentation and disclosure requirements for living resources; and 

• disclosure requirements for non-living resources 

It furthermore covers Definitions, Recognition, Measurement, Depreciation, Impairment, Compensation for impaimnent 
Transfers, Derecognition, Disclosure, Transitional provisions and Effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard for the first time when the Minister sets the effective date fbr the standard. 

It is unlikely that the standard will have a material impact on the municipality's annual financia! statements. 

GRAP 20: Related partres 

The objective of this standard is to ensure that a reporting entity*s annual financial statements contain the disclosures 
necessary to draw attention to the possibility that its financial position and surplus or deficit may have been affected by the 
existence of related parties and by transactions and outstanding balances with such parties, 

An entity that prepares and presents financial statements underthe accrual basis of accounting (in this standard referred to 
as the reporting entity) shall apply this standard in: 

• rdentifying related party relationships and transactions; 

• identjfying outstanding balances, including commitments, between an entity and its related parties; 

• identifying the circumstanoes in which disclosune of the items in (a) and (b) is required; and 

• determining the disclosures to be made about those items. 

This standard requires disclosure of related party relationships, transactions and outstanding balances, including 
commitments, in the consolidated and separate financial statements of the reporting entity in accordanoe with the Standard 
of GRAP on Consolidated and Separate Financial Statements. This standard also applies to individual annual financial 
statements. 


Disclosure of related party transactions, outstanding bafances, including commitments, anc 
parties may affect users' assessments of the financial position and performance of the repc 
deliver agreed services, including assessments of the risks and opportunities fecing the en 
that the reporting entity is transparent about its dealings with related parties. 

i relationships with related 
>rting entity and its ability to 
titv. Jhis disclosure also ensures 
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2. New standards and interpretations (continued) 

The standard states that a related party is a person or an entity with the ability to control or jointly control the other party, or 
exercise significant influence over the other party, or vice versa, or an entity that is subject to common control, or joint 
control. As a minimum, the following are regarded as related parties of the reporting entity: 

• A person or a close member of that person's family is related to the reporting entity if that person: 

has control or joint control over the reporting entity; 

has significant influence over the reporting entity; 

is a member of the management of the entity or its controlling entity, 

• An entity is related to the reporting entity if any of the following conditions apply: 

the entity is a member of the same economic entity (which means that each controlling entity, controlled 
entity and fellow controlled entity is related to the others); 

- one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of 
an economic entity of which the other entity is a member); 

- both entities are joint ventures of the same third party; 

one entity is a joint venture of a third entity and the other entity is an associate of the third entity; 

- the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity 
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related to the entity; 

the entity is controlled or jointly controlled by a person identified in (a); and 

- a person identified in (a)(i) has significant influence over that entity or is a member of the management of 
that entity (or its controlling entity). 

The standard furthermore states that related party transaction is a transfer of resources, services or obligations between the 
neporting entity and a related party, regardless of whether a price is charged. 

The standard elaborates on the definitions and identification of: 

• Close member of the femily of a person; 

• Management; 

• Related parties; 

• Remuneratlon; and 

• Significant influence 

The standard sets outthe requirements, inter alia r for the disclosure of: 

• Control; 

• Related party transactions; and 

• Remuneration of management 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard fbr the first time when the Minister sets the effective date for the standard. 

It is unlikely that the standard will have a material impact on the municipality’s annual financial statements. 

GRAP 108: Statutory Receivables 

The objective of this Standard is: to prescribe accounting requirements forthe recognition, measurement, presentation and 
disclosure of statutory receivables. 

It furthermore covers: Definitions, recognition, derecognition, measurement, presentation and disclosure, transitional 
provisions, as well as the effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard fbr the first time when the Minister sets the effective date for the standard. 

It is unlikely that the standard will have a material impact on the municipality’s annual financial statements. 

GRAP 109: Accounting by Principals and Agents 
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2. New standards and interpretations (contlnued) 

The objective of this Standard is to outline principles to be used by an entity to assess whether it is party to a principal- 
agent arrangement, and whether it is a principal or an agent in undertaking transactions in terms of such an arrangement. 
The Standard does not introduce new recognition or measurement requirements for revenue, expenses, assets and/or 
liabilities that nesult from principal-agent arrangements. The Standard does however provide guidance on whether revenue, 
expenses, assets and/or liabilities should be recognised by an agent or a principal, as well as prescribe what information 
should be disclosed when an entity is a principal or an agent 

It furthermore covers Definitions, Identifying whether an entity is a principal or agent, Accounting by a principal or agent, 
Presentation, Disclosure, Transitional provisions and Effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expecls to adopt the standard for the first time when the Mrnister sets the effective date for the standard. 

It is unlikely that the standard wifl have a material impact on the municipality's annual financial statements. 

3. Flnanclal assets by category 

The accounting policies forfinancial instruments have been applied to the line items below: 


2018 

Financial 

Total 


assets at 



amortised cost 


Receivables from exchange transactions 

1 085 099 

1 085 099 

Cash and cash equivalents 

772 882 

772 882 

VAT Receivables 

1 750 701 

1 750 701 


3 608 682 

3 608 682 

2017 

Finandal 

Total 


assets at 



amortised cost 


Receivables from exchange transaction 

1 459 518 

1 459 518 

Cash and cash equivalents 

249 450 

249 450 

VAT Receivables 

2 206 405 

2 206 405 


3 915 373 

3 915 373 


rōm'M"-' 

08 1 ) 2 - ?019 

„ BlQEM FQPiTFTf.i 9?<v) 


40 





THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2018 

Notes to the Annual Financial Statements 

Figures in Rand 2018 2017 


4. Receivables from exchange transactions 


Sundry debtors 1 132 256 1 088 515 

Fleet management reoeivables - 91 725 

Suspense account - 304143 

Underpayment of PAYE - 22 292 

Seconded councillor’s salaries over payment 1 784 288 1 784 288 

Councillors over payments 729 842 729 842 

Impairment provision (2 561 287) (2 561 287) 


1 085 099 1459 518 


Suspense account 

Payment relates to a transaction against the bank account and cashbook. No supporting documentation can be traced to 
identify the nature and the depositors of this batch payment processed. 

Credit quality of trade and other receivables 

The credit quality of receivables from exchange transations that are neither past nor due nor impaired can be assessed by 
reference to extemal credit ratings (if avaiiable) orto historical information about counterparty default rates. 

Receivables from exchange transactions fmpaired 

As of 30 June 2018, R 2,561,287 (2017: R 2,561,287) sundry receivables from exchange transaction were impaired and 
provided for. 

The ageing of these receivables is as follows: 


3 to 6 months 

61 218 

373 002 

Over 6 months 

3 585 168 

3 647 803 


3 646 386 

4 020 805 

Reconciliation of impairment of receivables from exchange transactions 

Opening balance 

2 561 287 

2 561 287 


The maximum exposure to credit risk at the reporting date is the fair value of each class of receivables mentioned above. 
The municipality does not hold any collateral as security. 

5. VAT receivable 


VAT 


1 750 701 2 206 405 


The municipality accounts for VAT on cash basis. 
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6. Cash and cash equlvalents 

Cash and cash equivalents consist of: 

Bank balances 
Short-term deposrts 


wrmjg-~ 
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The munlclpality had the followlng bank accounts 


fERAT 


703 427 207 768 

69 455 41 682 

772 882 249450 


Account number/description 

Bank statement balances 


Cash book baiances 



30 June 2018 

30 June 2017 30June2Q1B 

30 June 2018 

30 June 2017 30June2016 

ABSA BANK - Account Type - 
770-150-841 

703 427 

207 768 

35 233 

703 427 

207 768 

35 233 

ABSA BANK - Account Type - 
206-206-4985 

- 

- 

78 445 

- 

- 

78 445 

FNB BANK - Account Type - 
712-733-40226 

- 

- 

563 188 

- 

- 

563 188 

ABSA BANK - Account Type - 
207-523-7209 

38 478 

36 193 

61 013 

38 478 

36 193 

61 013 

ABSA BANK - Account Type - 

30 977 

5 489 

- 

30 977 

5 489 

_ 


932-530-0160 


Total 

772 882 

249 450 

737 879 

772 882 

249 450 

737 879 


7. Property, plant and equlpment 



2018 


2017 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Machinery and Equipment 

258 720 

(75 303) 

183 417 


_ 

_ 

SMME Equipment 

- 

- 

- 

740 523 

(88 720) 

651 803 

Furnlture and fbctures 

4192 661 

(3 514 731) 

677 930 

4 185 161 

(2 524 888) 

1 660 273 

Motor vehicles 

2 681 230 

(2 288 686) 

392 544 

2 681 230 

(1 822 343) 

858 887 

IT equipment 

10 728 828 

(7 095 662) 

3 633 166 

10 273 223 

(5 312 834) 

4 960 389 

Leased assets 

3 435 483 

(2 827 731) 

607 752 

3 435 483 

(1 896 996) 

1 538 487 

Total 

21 296 922 

(15 802113) 

5 494 809 

21 315 620 

(11 645 781) 

9 669 839 


Reconclliation of property, plant and equipment - 2018 



Opening 

balance 

Additions 

Disposals 

Depreciation 

Total 

Machinery and Equipment 

- 

258 720 

_ 

{75 303) 

183 417 

SMME Equipment 

651 803 

- 

(616 315) 

(35488) 

_ 

Furniture and fixtures 

1 660 273 

7 500 

. 

(989 843) 

677 930 

Motor vehicles 

858 887 

- 

- 

(466 343) 

392 544 

IT equipment 

4 960 389 

455 605 

_ 

(1 782 828) 

3 633 166 

Leased assets 

1 538 487 

- 

- 

(930 735) 

607 752 


9 669 839 

721 825 

(616 315) 

(4 280 540) 

5 494 809 
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7. Property, plant and equipment (continued) 
Reconciliation of property, plant and equipment - 2017 


Opening 

balance 

SMME Equipment 

Furniture and fixtures 2 054 345 

Motor vehicles 1 323 862 

IT equipment 4 181 869 

Leased assets 2 236 833 

9 796 909 


Additions 

Disposals 

Depreciation 

Total 

740 523 

_ 

(88 720) 

651 803 

26 823 

- 

(420 895) 

1 660 273 

- 

- 

(464 975) 

858 887 

2 440 521 

(88 302) 

(1 573 699) 

4 960 389 

- 

(10 914) 

(687 432) 

1 538 487 

3 207 867 

(99 216) 

(3 235 721) 

9 669 839 


Office equipment with a carrying value of R 607,705 (2017: R 1,538,487) is leased under a finance lease. 

Pledged a$ security. 

None of the assets were pledged as security. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection atthe registered office of the municipality. 

8. Intangible assets 



2018 


2017 



Cost / / Accumulated Carrying value 
Valuation amortisation 

, and 

accumulated 
: impairment 

Cost/ 

Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying value 

Computer software, other 

7 374 708 , ' (4 275 724) 3 098 984 

7 374 708 

(3 052 350) 

4 322 358 


Reconciliation of intangible assets - 2018 

Opening Amortisation Total 
balance 

Computer software, other 4 322 358 (1 223 374) 3 098 984 


Reconciliation of intangible assets - 2017 



AUDXTOR SIKeRAL 
P.O. BOX 315 

0 8 - 02 - 2019 

Opening 

balance 

Additions 
through 
transfer of 
functions / 
mergers 

Amortisation 

Total 

Computer software, other 

BLOEMFONTEIN, 9300 

3 266 741 

2 222 165 

(1 166 548) 

4 322 358 


~AUO Tf ^jMtiAL 

Pledged as security 


None of the assets were pledged as security: 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality: 


43 


THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annual Financial Statements for the yearended 30 June 2018 

Notes to the Annual FinancSal Statements __ 

Ffgures in Rand _ 2018 _ 2017 

9. Finance lease obligation 

Minimum lease payments due 

- within one year 

Less: future frnance charges 

Present value of minimum lease payments 

Present value of minimum lease payments due 

- within one year 

It is the municipality policy to lease certain office equipment under finance leases. 

The average lease term was 3 years and the average effective borrowing rate was 0% (2017: 9% to 23%). 

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements have been 
entered into for oontingent rent. 

10. Payables from exchange transactions 

Trade payables 
Accrued leave pay 
Accrued bonus 
PAYE, UIF & SDL 
Councillors pension funds 
UIF over deducted from employees 
CounciJlors salaries under payments 
Metropolitan 

Fleet management payables 


11. Unspent condltlonal grants and receipts 

Unspent conditional grants and receipts comprises of: 

Unspent conditional grants and recefpts 
Expanded Public Works Programme Integrated Grant 


25 800 



386 516 


414 667 

414667 " 
(28 151) 

386 516 


Movement durlng the year 

Balance at the beginning of the year 
Additions during the year 
Income recognition during the year 


443 826 

11 792 000 5 302 627 

(11 766 200) (5 746 453) 

25 800 ~ 


The nature and extent of government grants and their conditions, restrictions and other contingencies attached to these 
govemmentgrants have to be fulfilled and hence recognisedln the annua! financial statements as unspent conditiona! 
grants 

See note 13 for reconciliation of grants from National/Provincial Government. 

12. Employee benefit obligation 
Long service awards 
Valuation method 

The Projected Unit Credit Method is used to determined the present value of the defined benefit obligation. 
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12. Employee benefit obligation (continued) 

The defined benefit obligation 

The defined benefit liability as disclosed below are represented by two different post-employment benefits. None of the 
benefits set out below are externally funded. 

Post-retirement medical afd pPan Active members receive a fixed subsidy of 70% of medical aid contributions during the 
current working year, up to a specified maximum employer contribution. The spouse or adult dependant of an active 
member is entitled to a 70% subsidy of their contributions. This proportion of the subsidy will continue to be paid in the 
event of the principal memberis death. 

Continuation members receive a fixed subsidy of 70% of medical aid contributions during the current working year, up to a 
specified maximum employer contribution. The spouse or adult dependant of a continuation member is entitled to a 70% 
subsidy of their contributions. 

Long service award 

Long service awards are payable to qualifying in-service employees. The leave benefits are in accordance with paragraph 
11 of the South African Local Government Bargaining Council (SALGBC) collective agreement on conditions of service for 
the Free State division of SALGBC. 

The amount recognised in the statement of financial position are as follows for 2018: 


Balance as at 30 June 2018 
Current service 
Interest cost 
Actuarial (loss) - change in financiaj 
Actuarial (loss) - experience varian 
Benefits payments 



n8 -02- 2019 

|assumpTion 

ri rtPMFQMT ElN, 9300 

”—rgIHIrai. 


Long-service 
leave benefits 

(3 079 000) 
(406 000) 
(277 000) 
40 000 
216 000 
190 000 


Post-retirement 
health care 
benefits 
(5 852 000) 
(154 000) 
(588 000) 
441 000 
(129 000) 
142 000 


(3 316 000) 


(6 140 000) 


The amount recognised in the statement of financial position are as follows for 2017: 


Bafance as at 30 June 2017 
Current service 
Interest cost 

Actuarial (loss) - change rn financial assumption 
Actuarial (loss) - experience variance 
Benefits payments 


Total 


(8 931 000) 
(560 000) 
(865 000) 
481 000 
87 000 
332 000 


(9 456 000) 


as follows for2017: 


Long-service 

Post-retirement 

Total 

leave benefits 

health care 



benefits 


(2 868 000} 

(5 740 000) 

(8 608 000) 

(425 000) 

(149 000) 

(574 000) 

(263 000) 

(558 000) 

(821 000) 

172 000 

712 000 

884 000 

102 000 

(245 000) 

(143 000) 

203 000 

128 000 

331 000 

(3 079 000) 

(5 852 000) 

(8 931 000) 


Discount rate 

The currency and term of the government bonds shall be consistent with the currency and estimated term of the post- 
employment benefit obligations. 

The estimated discount rate was set equal to the yield on the BESA zero-coupon yield curve with a term of 14 years fbr 
post-retirement health care and 6 years for long service award, the expected duration of the liability based on the current 
membership data, as at 30 June 2018. 

Key assumptions used 

The economic assumptions for the 30 June 2018 valuation are shown in the table below, and compared to those used for 
the previous valuation. 
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12. Employee benefit obligation (continued) 


30 June 2018 30 June 2017 


Gross discount rate - Long service award 

8.80% 

8,70% 

Gross discount rate - Medical aid 

9.90% 

10,00% 

Healthcare cost infiation 

8.20% 

8,80% 

Salary inflation 

7.40% 

7,50% 

Net discount rate - Long service award 

1.30% 

1,12% 

Net discount rate - Medical aid 

1.57% 

1,10% 


Membershlp Data 

Key featunes of the membership data used in the valuation of post-retirement healthcare subsidy are summarised below: 


Current employees 

- Number of current employees 
Males 
Females 

- Average age of employees 
Males 
Females 

- Average years of past servlce 
Male 
Female 

- Average total monthly premium of Principal members 
Male 

Female 

- Average total monthly premium of Adult dependants (R) 
Male 

Female 



2018 

2017 

5 

5 

1 

1 

58.6 

57,6 

51.6 

50,6 

26.3 

25,3 

19.7 

18,7 

R 4, 061 

R 3,697 

R 3, 216 

R 2,977 

R 2, 945 

R 2,647 

R 1, 730 

R 1,601 


Continuation members 

- Number of continuation members 
Mafe 

Female 

-Average age of continuation members 

Male 

Female 

- Actual percentage married 
Male 

Fernale 

- Average total monthly premium of Principal members (R) 
Male 

Female 

- Average total monthly premium of Adult dependants (R) 
Male 

Female 


1 

2 

67.7 

71.2 

100 % 

0 % 

R 3,209 
R 6, 031 

R 2, 347 
R 4, 374 


1 

2 

66,7 

70,2 

100 % 

0 % 

R 2,964 
R 5,490 

R 2,144 
R 3,940 


Breakdown of Defined Benefit Obligation 

The table below provides a breakdown of the defined benefit obligation between active and continuation members as atthe 
current and previous valuation dates: 

Breakdown of defined benefit obligation (R'000) 30 June 2018 30 June 2017 30 June 2016 

Active members (4 074) (3 800) (3 675) 

Continuation members (2 066) (2 052) (2 065) 

{6140) (5 862) (5 740) 
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12. Employee benefit obligation (continued) 

Post-retirement healthcare subsidy sensitivities 

The value of the liabilities is particularly sensitive to the assumed rate of healthcare cost inlfation. The table below sets out 
the sensitivity of the valuation resultto a 1% increase and 1% decrease in the assumed healthcare cost of infTation 
assumption. 


This is regarded as important management information. The GRAP 25 accounting standard also requines this sensitivity to 
be disclosed in the annual financial statement. 


Healthcare cost inflation sensitivity (R'000) 
Defined benefit obligation 
Service cost (next financial year) 

Interest cost (next financiaf year) 


1% decrease Base (8,20%) 1% increase 

(5 374) (6 140) (7 063) 

(135) (158) (186) 

(531) (608) (701) 

(6 040) (6 906) (7 950) 


Assumptions used 

The economic assumptions forthe 30 June 2018 valuation are shown in the table below, and compared to those 
used fbr the respective roll-back valuations. 



Discount rate 

GRAP 25 requires that the discount rate used in the valuation be determined by reference to market yields on 
government bonds as at the balance sheet date. In line with GRAP 25 and current market practice, government 
bond yields are therefore used when setting our best estimate discount rate assumption. 

The currency and term of the government bonds shall be consistent with the currency and estimated term of the 
post-employment benefit obligations. 

The estimated discount rate was set equal to the yield on the BESA zero-coupon yield curve with a term of 
6 years, the expected duration of the liability based on the current membership data, as at 30 June 2018. 

Salary inflation 

In the past, salary inflation has typically exceeded the Consumer Price lndex (“CPr) by a margin of around 2%. 

The Bond Exchange of South Africa fits a real yield curve on index-linked bonds. This real yield curve is 

pubiished together with the BESA yield curve on zero-coupon government bond yields, which is a nominal yield 

curve. GRAP 25 valuation of the Thabo Mofutsanyana District Municipality long service awards liability as at 30 June 2018. 
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12. Employee beneflt obligatfon (continued) 

The inflation assumption methodology has been updated to reflect the use of the real and nomfnal yield curves 
to determine the inflation assumption as this provides more accurate information on the outlook on inflation at 
specific durations. Therefbre, the best estimate inflation assumption is calculated as the difference between the 
nominal and real yield curves at the point corresponding to the duration of the liability, including a 0.5% 
inflation risk premium adjustment to make appropriate allowance for the current economic environment. A 
margin of 2% was added to this value to determine the salary inflation assumption. 

The CPI inflation assumption using this methodology is 5.40% as at 30 June 2018. Thus, the salary inflation 
has been set as 7.40% at the valuation date, after allowing fcr a margin of 2% over CPI inflatio. 

Net discount rate 

The relationship between the gross discount rate and salary inflation rates are more important than their 
individual values. The net discount rate is also a highly significant assumption in the respective valuations. 

The future long service awards are projected in line with the salary inflation rate and discounted at the gross 
discount rate. This is equivalent to discounting the benefits at their current level at the net discount rate. 

The net discount rate therefore depends on the relationship between the gross discount rate and the salary 
inflation rate respectively. Using the gross discount and salary inflation rates as shown above, the resulting net 
discount rate is 1.30% (calculated as (1 + discount rate)/(1 + salary inflation rate) - 1) for the 30 June 2018 
valuation. 


Healthcare cost fnflatlon 

In the past, healthcare cost inflation has typically exceeded the Consumer Price lndex ("CPI 1 ’) by a margin of 1% to 2%. 

The Bond Exchange of South Africa fits a reai yield curveon index-linked bonds. This real yield curve is published together 
with the BESA yleld curve on zero-coupon government bond yields, which is a nominal yield curve. 

The best estimate inflation assumption is calculated as the difference between the nominal and real yield curves at the point 
corresponding to the duration of the liability, including a 0.5% inflation risk premium adjustment to make appropriate 
allowance for the current economic environment. A margin of 2% was added to this value to determine the healthcare cost 
inflation assumption. 

The CPI inflation assumption using this methodology is 6.20% as at 30 June 2018. Thus, the healthcare cost inflation has 
been set as 8.20% at the valuation date, after allowing fbr a margin of 2% over CPI inflation. 

A brief description of the nature of the obligation and the expected timing of any resulting outflows of economic benefits or 
service potential. 

Net discount rate 

The relationship between the gross discount rate and nealthcare cost inflation rate is more importantthan the individual 
values. The netdiscount rate is also a hrghly significant assumption in the respective valuations. 

The future medical benefits are projected in line with the healthcare cost inflation rate and discounted at the gross discount 
rate. This is equivalent to discounting the benefits at their current level at the net discount rate. 

The net discount rate therefore depends on the relationship between the gross discount rate and the healthcare cost 
inflation rate respectively. Using the gross discount and healthcare cost inflation rates as shown above, the resulting net 
discount rate is 1.57% (calculated as (1 + discount rate)/(1 + healthcare cost inflation rate) - 1) for the 30 June 2018 
valuatron. 
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12. Employee benefit obligation (continued) 

Demographic assumptions 

This section contains the demographic assumptions used in the valuation. The mortality tables used have not 
been presented, as they are standard tables, which are widely used. 

The demographic assumptions for the 30 June 2018 valuation and compared to those used for the previous valuations are 
shown in the tabies below. 


Summary of key demographic assumptions 

Pre-retirement mortality 

Post-retirement mortality 


Withdrawal 


Expected retirement age 

Percentage married fbr in-service 
members 

Spouse and principal member age 
difference 

Employees' continuation percentage at 
retirement 

Percentage of widows continuing 
membership 



0 s -02- 2 HW 


amPMmNTFTN. 9300 



30 June 2017 & 2018 
SA85-90 L rated down 1 year 
for males and females 
PA(90) rated down 1 year for 
males and females 
plus 1% future mortality 
improvement from 2010 
See rationale for 
demographic assumption 
below 

63 years fbr males and 
females 

See rationale for 
demographic assumption 
below 

Male 3 years older than 

female 

90.00% 

90.00% 


Rationale for demographic assumptions 

For many of the demographic assumptions, particularly mortality rates, the small size of the membership 
preciudes the use of assumptions based on past experience of the particular scheme. Thus, assumptions are set 
which are consistent with market practice and with investigations performed where there is a significant 
amount of data. 
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1 2 . Employee benefft obligation (contlnued) 

Pre-retirement mortality 

The pre-retirement mortality table most commonly used in the retirement industry (for similar sub-populations 
in South Africa) is SA 85-90 (Light). However t given appanent improvements in mortality with active members 
living longer, we have rated the SA 85-90 (Light) table down by one year for both males and females. This 
means that the mortality rate assumed fbr an individual in the valuation is the rate provided in the table for an 
individuai at age one year younger. 

Post-retfrement mortallty 

PA (90) is commonly used in the retirement industry. However, given the fact that pensioners are living longer 
than at the time the table was compiled, we have rated the PA (90) table down by one year for both males and 
females. This means that the mortality rate assumed for an individual in the valuation is the rate provided in 
the tabfe for an individual one year younger. 

There is a strong argument for inclusion of mortality improvements in the assumption (1.00% to 1.50% p.a. at 
all ages would be reasonable), given the improvements that have occurred at the post-retirement ages in most 
developed countries over the past forty years, as well as thè evidence of improvements observed by larger 
actuarial service providers in South Africa. We therefore included a 1% per annum mortality improvement 
factor from 2010 onwards. 


Withdrawal assumption 

In the absence of credrble past withdrawal data of this particular scheme, the withdrawal assumptions have 
been set in line with those generally observed in the South African market 


The table below shows the annual withdrawal rates for the valuation, differentiated by age. 


Withdrawal assumptlon age 

Males 

Females 

20 

13,30% 

13,30% 

25 

13,30% 

13,30% 

30 

10,90% 

10,90% 

35 

6,20% 

8,20% 

40 

5,80% 

5,80% 

45 

4,10% 

4,10% 

50 

2,90% 

2,90% 

55 

0,00% 

0,00% 

60+ 

0,00% 

0,00% 


A UPITOR GENERAl 
““ P.O. BOX 315 

08 - 07 - ?m 

BLOEMFONTHW, 9300 

Aupjflro 


50 





THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annuaf Financial Statements forthe year ended 30 June 2018 

Notes to the Annual Financial Statements 

Figures in Rand 2018 2017 


12. Employee benefit obligatlon (continued) 

Assumed retirement age 

The assumed retirement age of 63 years fbr current employees is based on the normal retirement age of the 
employer of 65 years for all employees, including allowance for early retirements. This assumption is in respect 
of both males and females. 


Spouse and principalmember age difference 

We have assumed that males are 3 years older than females fbr active and continuation members. 

Typically, the actual age of continuation members’ spouses would be used in valuations, although this detail 
could not be provided by the employer, and thus the above assumption was applied. 

Child dependants 

No value has been placed on benefits payable to child dependants. The impact is likely to be immaterial and not 
allowing for chrld dependants is generally applied by other actuaries in the market place 

Percentage married assumption 


We have assumed that 90% of all active members (both male and female), will be married at retirement, 
whereas actual marital status was used for continuation members. 


13. Government grants and subsidies 


Operating grants 

Equitable share 

Financial Management Grant 

Expanded Public Works Programme Integrated Grant 

Rural Roads Assets Management System Grant 

Local Government Sector Education and Training Authority Grant 

Energy Efficiency and Demand Side Management Grant 


Conditional and Unconditional 


Included in above are the following grants and subsidies received: 


Conditional grants received 
Unconditional grants received 



ob - 02 - im 


mqemfontep bm 


rfaTiaTTH^. 


101 909 000 

97 724 000 

1 250 000 

1 250 000 

2 116 200 

1 120 000 

2 400 000 

2 750 825 

105 500 

105 277 

6 000 000 

- 

113 780 700 

102 950102 


11 766 200 

5 120 825 

102 014 500 

97 829 277 

113 780 700 

102 950102 
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13. Govemment grants and subsidies (continued) 

Equitable Share 

101 909 000 97 724 000 

(101 909 000) (97 724 000) 


Current-year receipts 
Transferred to revenue 


This grant is used by the municipality, mainly to fund its operational activities 
Rural Roads Assets Management System Grant 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


I ,AHp.TORGENE«AL 


P.O. BOX 315 

08 m- XiiiM 


BL OEM FONTEH^pBOO - 


2 400 000 
(2 400 000) 


443 825 
2 307 000 
(2 750 825) 


The purpose of the grant is for the provision of systems to Zlal acces of bridges. 

Expanded Public Works Programme Integrated Grant 


Current-year reGeipts 

Conditions met - transferred to revenue 


2 142 000 
(2 116 200) 


1 120 000 
(1 120 000) 


25 800 


This grant is used to expand job creation efforts in specific focus areas, where labour intensive delivery methods can be 
maximized. 

Finance Management Grant 

Current-year receipts 1 250 000 1 250 000 

Condltions met - transferred to revenue (1 250 000) (1 250 000) 


The purpose of the grant is to promote and support reforms in financial management by building capacity in municipalitites 
to implementthe MFMA. 

Local Government Sector Education and Trainlng Authortty Grant 

Current-year receipts 105 500 105 277 

Conditions met - transferred to revenue (105 500) (105 277) 


The purpose of the grant is to improve the effectiveness and effeciency of the skills developmentthrough provision of 
bursaries and promotion and support of theoretical learning with wdrkplace training. 

Energy Efficiency and Demand Slde Management (EEDSM) Grant 

Current-year receipts 
Conditions met - transferred to revenue 


6 000 000 
(6 000 000) 


This grant is used to implement EEDSM initiatives within municipal infrastructure in order to reduce electricity consumption 
and improve energy efficiency 
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14. Other Transfer revenue 



Other transfer revenue descrlptfon 



Servtce Sector Education and Training Authority Grant 

1 086 609 


COGTA Legal support Grant 

3 000 000 


Transport Education and Training Authority Grant 

512 600 

710 850 


4 599 209 

710 850 

15. Interest recelved - investments 



Interest revenue 



Bank 

897 865 

1 147 633 

16. Sundrylncome 



Tenderdocuments 

3 684 

49 183 

Other income 

188 703 

131 778 


192 387 

180 961 

17. Depreciation and amortisation 



Property, plant and equipment 

4 280 541 

3 235 722 

Intangrble assets 

1 223 374 

1 166 548 


AUDITOR GSNERAL 

5 503 915 

4 402 270 


P.O. BOX 315 



18. Financecosts 





0 8 " 02 - 2019 



Finance leases 


28 159 

182 787 


BLOEMFONTEIN, 9300 



19. Opèrational expenses 

AUDlfOR GENERAL 



Advertising 

492 067 

1 079 144 

Auditors remuneration 

3 479 432 

2 209 871 

Bank charges 

94 297 

86 149 

Cleanrng and consumables 

57 579 

92 301 

Catering 

1 721 184 

1 353 080 

ICT and programming 

4 623 161 

4 359 675 

Legal Fees 

5 386 885 

1 314 505 

Disaster intervention 

119 478 

901 393 

Donation 

_ 

472 567 

Insurance 

324 364 

349 098 

Events management 

508 843 

1 014 376 

Awareness campaign - branding material and catering 

101 000 


Motor vehicle expenses 

659 148 

1 505 059 

EPWP rncentive grant - salaries expenditure 

t 930 443 

2 448 424 

Placement fees 

35 803 

1 924 

Poverty alleviation expense - food security expense 

1 168 197 

688 003 

Printing and stationery 

283 203 

1 118 623 

Uniform and protective clothing 

134 520 

72 813 

Repairs and maintenance 

6 454 456 

2 257 620 

Transport 

1 835 262 

1 517 061 

Service in kind expenditure 

17 028 908 

8 724 653 

Rural community support 

5 895 


Subscriptions and membership fees 

622 641 

716 084 

Telephone and fax 

1 433 255 

1 043 367 

Training 

476 779 

806 851 
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19. Operatlonal expenses (contlnued) 

Travef and subsistence 

TETA Learnership 

Service SETA Leamership 

MFMA programme - accounting support expenditure 
District audit committee 

Sampling of fbod and water 

Bursary fund 

Donation of asset 


3 563151 

427 100 

1 079 500 

1 852 412 
217 796 

176 017 

979 323 

2 953 343 
710 850 

563 814 
227 613 
261 818 

1 261 185 
69 750 



57 272 099 

40 181 014 

Operational expenses line items were re-dassifred in line with mSCOA for the current year and prior year 


20. Remuneration related cost 

Basic 


38 147 803 

42 111 805 

Bonus 

Medical aid - company contributions 

UIF 

SDL 

Bargaining council levies 

Leave pay provision charge 

Pension fund contributions 

AUDITOR GKHERAL 

2 607 477 

2 456 889 

P.O. BOX 315 

0 B -02- 2019 

BLOEMFONTEIN, 9300 

3 688 556 

198 059 

571 791 

988 482 

C COO COQ 

3 335 672 
194 821 
541 671 
25 146 
824 282 

Overtime payments 

AUDITOR (aENERAL 

O OOO 900 

823 342 

737 381 

Long-service awards 

Post Retirement Healthcare Subsidy 

Acting allowances 

Car allowance 

Housing benefits and ailowances 

Cellphone allowance 

Leave redemption 


237 000 

288 000 

626 044 

5 408 135 

234 855 

436 900 

1 571 851 

211 000 
112 000 

5 322 765 
204 792 
429 000 

1 446 665 



61 361 833 

57 953 889 

Remuneration of Accounting Officer- Ms. TPM Lebenya 



Annual Remuneration 

Car alfowance 

Contributions to UIF, Medical and Pension Funds 

Travel, motor car, accommodation, subsistence and other allowance 

CeJlphone allowance 

Perfomrrance bonus 

629 360 

184 223 

11 899 

319 899 

13 500 

1 015 866 

228 000 

72 412 

93 005 

18 000 

176 973 



1 158 881 

1 604 256 

Ms. Lebenya's term ended 31 July 2017 and she was appointed from - December2017 to 30 November 2022. 

Remuneration of Acting Accountlng Offlcer - Mr. SK Khote 


Acting Allowance 


62 831 

_ 

Mr. Khote was appointed as the Accounting Officer from 1 August 2017 to 30 November 2017 
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20. Remuneration related cost (continued) 

Remuneration of Executive Manager Corporate Service - Mr. SK Khote 


Annual Remuneration 
Car allowance 

Contributions to LMF, Medical and Pension Funds 

Travel, motor car, accommodation, subsistence and other allowance 

Cellphone 

Performance bonus 


Mr* Khote’s term ended 31 August 2017 and he was appointed from 1 December 2017 to 30 November 2022. 

Remuneration of Chlef Financial Officer - Mr. Hl Lebusa 


Annual Remuneration 
Car allowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 

Travel, motor car, accommodation, subsistence and other allowance 

Cellphone 


Mr. Lebusa's term ended 30 November 2017. 

Remuneration of Acting Chief Financial Officer - Mr. MS Thamaha 

Acting Allowance 79 136 

Mr. Thamaha was appointed as the acting Chief Financial Officerfrom 01 December 2017 to 31 January 2018. 

Remuneration of Chief Financial Officer - Ms. NL Gqoli 


Annual Remuneration 
Car allowance 

Contributions to UIF, Medical and Pension Funds 

Travel, motor car, accommodation, subsistence and other allowance 

Cellphone 


Ms. Gqoli was appointed as the Chief Financial Officer from 1 February 2018 to the 28 February 2023. 


241 408 
61 582 
69 367 
51 522 
6 000 

429 879 


402 965 

945 336 

75 000 

180 000 

_ 

157 570 

6 043 

339 681 

91 987 

152 157 

6 000 

14 400 

581 995 

1 789 144 
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20. Remuneratfon related cost (contlnued) 
Remuneratfon of counciflors 


Executive Mayor- Ms. M Vilakazi 
Chief Whip - Mrs. SJ Mbiwe 
Chief Whip - Mr. MM Radebe 
Speaker- Mr. MS Maduna 
Chairperson MPAC - Ms. M Motloung 
Chairperson MPAC - Mr. M M Twala 
Mayoral Committee Members 
Councillors 


976 230 

974 810 

716 795 

509 831 

- 

72 345 

694 419 

651 724 

- 

26 643 

322 614 

240 946 

4 835 075 

4 653 575 

3 290 508 

2 889 374 


10 835 641 10 019 248 


In-kind benefits 

The Executive Mayor, Speaker, Chief whip, MPAC Chairperson and Mayoral Committee Members are full-time councillors. 
The Executive Mayor, Speaker, Chief whip and MPAC Chairperson is provided with an office and secretarial support at the 
cost of the Council. The Mayoral Committee Members are provided with pool secretarial support and offices at the cost of 
council. 

The Executive Mayor and the Speaker each have the use of separate Council owned vehicles for official duties. 

The Executive Mayorand Speaker each have full-time driver/ bodyguard. 

21. Cash (used in) generated from operation 
Deficit 

Adjustments for: 

Depreciation and amortisation 
Finance costs - Finance leases 
Movements in provisions 
Loss on safe of assets 
Changes fn working capital: 

Receivables from exchange transactions 
Payables from exchange transactions 
VAT 

Unspent conditional grants and receipts 



(4 481 736) 

(2 983 658) 

5 503 915 

4 402 270 

28159 

182 787 

525 000 

323 000 

616 315 

- 

374 419 

(434 235) 

(1 415 803) 

6 168 124 

455 704 

(1 020 915) 

25 800 

(443 825) 

1 631 773 

6193 548 


22. Financlal liabillty by category 

The accounting policies for financial instruments have been applied to the column items below: 


2018 

Payables from exchange transactions 
2017 

Finance lease - current 

Payables from exchange transactions 


Financial Tota! 

liabilities at 
amortised cost 

7 006 129 _ 7 006 129 

Financial Total 

liabilities at 
amortised cost 

386 516 386 516 

10 558 642 10 558 642 

10 945 158 10 945158 


i 
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23. Commitments 

Commitments in respect of operating expenditure 


• Management of telephone system for a period of three (3) years 

• Intemet Service Provider 

• Server based data back up and storage 

1 mSCOA Implementation 

• Disaster recovery plan and hosting 

• Electrification programme 

• Development of rural asset management system (RRAMS) 


591 946 

1 051 879 

- 

249 550 

211 534 

1 901 530 

161 674 

2 742 486 

- 

1 353 175 

16 000 000 

6 000 000 

3 304 961 

- 


20 270115 13 298 620 


This committed expenditure relates to various projects and will be financed by available bank facilities. 


Operating leases - as lessee (expense) 


Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 


915 617 915 617 

263 487 1 179 104 


1 179104 2 094 721 


Operating lease payments represent rentals payable by the municipality for both the Mayoral and Speakeris vehldes leased 
from Department of Police, Roads and Transport -Fleet Management. 

Leases are negotiated for a period of three years. The daily and kilometre tariff is reviewed annually. The tariff charged to 
the Municipality will at all times be on standard tariff scales applicable to other government departments. Currently average 
monthly rentals repayments are R 30,000 including VAT. 

24. Contingencies 


Podbeilski Mhlambi Attorneys vs Thabo Mofutsanyana 

Regional Council Services Levies 
Legal Expenses 


Matter is being defended. Matter pending in Btoemfontein Hi; 


Advocate Ploos van Amstel 

Historical billings to Podbielski attorneys 

Matter is being defended. Matter pending in Bloemfontein High Court. 

Rampai Attorneys 

Defending Regional Council Services Levies 

Matter is being defended. Matter pending in Bloemfontein High Court 

DW Wessels and 6 others vs Thabo Mofutsanyana 

Veld fires second responded 

Representation for legal counsel vs Thabo Mofutsanyana 

Employees claiming againstthe Municipality 



000 000 
149 155 


36 000 000 
15 049 155 


9300 i 

up 49 155 

51 049 155 

fERAL, 

Jl 

200 000 

200 000 


3 000 000 

3 000 000 


3 500 000 



163 523 



Matter is being defended. Matter pending in Bloemfontein High Court. 
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24. Contingencies (continued) 

Name of employee 

Mazibuko Mwelase 
Molfo Ngobese 
Mofoi Khesa 
Moioi Materonko 
Motfoung Sylvia 
Mthombeni Sthembiso 
Mani Koahela 


‘AUPrrOR GEWERAL—j 
P.O. BOX 315 


0 8 -02- 2019 




2018 

2017 

Effective date 

2018 

2017 

25/05/2005 

17 000 

17 000 

22/03/2006 

17 000 

17 000 

25/05/2005 

17 000 

17 000 

08/10/2002 

13 000 

13 000 

30/01/2007 

17 000 

17 000 

01/10/2004 

14 000 

14 000 

01/07/2009 

17 000 

17 000 


112 000 

112 000 


25. Related parties 

Parties are considered to be refated if one party has the ability to controf the other party or exercise significant influence over 
the other party in making financial and operating decisions or if the related party entity and another entity are subiect to 
common control. 

Related parties include: 

- entities that are directly or indirectly controlled by the municipality; 

- associates; 

- joint ventures and management; 

- key management personnel, and close members of the family of key management personnel; 

- entities in which a substantial ownership Interest is held, directly or indlrectly, by key management personnel or entitiesover 
which such a person is able to exercise significant influence. 

- entities that control or exert significant influence over the municipality. 


The economic entity's key management personnel includes the Municipal Manager, Chief Financial Officer and all other 

managers reporting directly to the Municipal Manager or as designated by the Municipal Manager. 

risks. 

In terms of the MFMA, the municipalfty may not grant Joans to its councillors, management, staff and public with effect from 1 
Juiy 2004.. 

The related party transactions for the current financial year were with Bold Moves 198 amount of R150 000 was paid on the 8th 
of November 2017 and key management personnel. Referto Note 20 for detailed disclosure of remuneration. 

Supplier 

Bold Moves 198 150 000 30 000 


A full time council member has an interet on the service provider. 

26. Risk management 
Financial risk management 

The municipality’s activities expose it to a variety of financial risks: market risk (including currency risk, fiair value interest 
rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. 

This note presents infbrmation about the entity’s exposure to each of the financial risks below and the entity's objectives, 
policies and processes for measuring and managing flnancial risks. Further quantitative disclosures are included throughout 
the Annual Financial Statements. 

The Council has overall responsibility fbr the establishment and oversight of the 60 ^ 1/8 risk management ffamework. 

The entity’s audit committee oversees the monitoring of compliance with the entity*s risk management policies and 
procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the entity. The 
audit committee is assisted in its overeight role by the entity's rnternal audit function. 
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26. Risk management (continued) 

The entity monitors and manages the financial risks relating to the operations of the entity through internal risk reports 
which analyse exposures by degree and magnitude of risks. 

The entity seeks to minimise the effects of these risks in accordance with the entity's policies approved by the Council. The 
policies provide written principles on foreign exchange risk, interest rate risk f credit risk and in the investment of excess 
liquidity. 

Compliance with policies and exposure limits is reviewed by the intemal auditors on a continuous basis. The entity does not 
enter into or trade in financial instruments for speculative purposes. 

Llquidity risk 

Liquidity risk is the risk that the economic entity will encounter difficulty in meeting the obligations associated with 
its financial liabilities that are settled by delivering cash or anotherfinancial asset. 

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding 
through an adequate amount of committed credit facilities and the ability to close out market positions. Due to the dynamic 
nature of the underlying businesses, the entity maintains flexibility in funding by maintaining availability under committed 
credit lines. 

The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk 
through an on going review of future commitments and creditfacilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

The entity has not defaulted on external loans, payables and lease commitment payments and no re-negotiation of terms 
were made on any of these instruments. 

All of the entity's financial assets have been reviewed for indicators of impairment. Certain receivables were found to be 
impaired and a provision has been recorded accordingly. 

The table below analyses the entity’s financial liabilities and net-settled derivative financial liabilities into relevant maturity 
groupings based on the remaining period at the statement of financiai position to the contractual maturity date. The 
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their 
carrying balances as the impact of discounting is not significant 
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26. RJsk management (continued) 

At 30 June 2018 

Trade and other payables 

At 30 June 2017 

Trade and other payables 
Gross finance lease obligation 

Credit risk 


Less than 1 
year 

7 006 129 

Less than 1 
year 

10 558 642 
414 667 


Between 1 and 
2 years 


Between 1 and 
2 years 


Between 2 and 
5 years 


Between 2 and 
Syears 


Over 5 years 


Over 5 years 


Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to 
discharge an obligation. 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
municipality only deposits cash with major banks with high quality cnedit standing and limits exposure to any one counter- 
party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an on 
going basis. If customers are independently rated, these ratings are used. Othenwise, if there is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other 
factors. 


All of the entity's financial assets have been reviewed for indicators of impairment. Certain receivables were found to be 
impaired and a provision has been recorded accordingly. The impaired receivables are mostly due from customers 
defaulting on servioe costs levied by the entity. 


Receivables are presented net of an allowance for impairment 

Financial assets which exposed the economic entity to credlt risk at year end were as follows: 


I IOR-gEWERAT 

P.o. BOX 315 


Financial instrument 

ABSA Bank - Cheque account 
ABSA Bank - Liquidity plus 
ABSA Bank - Fixed deposit 
ABSA Bank - Fixed deposit 
First National Bank - Fixed deposit 
Receivables from exchange transactions 
VAT receivables 

_BLOEMFONTETN cnrm 

AUDITO?GiypBar 

The entity is exposed to a number of guarantees fbr hoi^^g'lōans o'f.. 


00 - 02 - 2013 


2018 

2017 

703 427 

207 

30 977 

5 

38 479 

36 

- 

78 

- 

563 

085 099 

1 459 

750 701 

2 206 

> 25 fbradditional details. 


768 

489 

193 

445 

188 

518 

405 


The balances represent the maximum exposure to credit risk. 


Market risk 

Cash flow and falr value Interest rate rfsk 


The municipality's interest rate risk arises from finance lease liabrlities and short term investments. Finance leases and 
short term investments at variable rates expose the municipallty to cash flow interest rate risk. The sensitivity analysis for 
cash flow and fair value interest rate risk to which the municipality is exposed at the end of the reporting period is not 
considered material on profit and loss and were therefore not disclosed. During 2017 and 2018, the municipality’s 
borrowings and investments at variable rates were denominated in the Rand. 
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27. Going concern 

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

During the year ended 30 June 2018, the municipality incurred a net loss of (R 4 481 736) and the municipality's 
current liabilities exceed its current assets by (R 11 331 425), in addition the municipality has a possible obligation of R36 
million pending the court ruling as disclosed in note 24. These conditions and events may cast doubt on the municipality’s 
ability to continue as a going concem. 

The major reason contributing toward the accumulated deficit, is provision, relating to the followingt 
1. Post-benefits employee contribution obligation (R 9 456 000). 

Management will also make budgetary provision over the medium-term budget framework to contribute the surplus realised 
to finance the payables, this will ensure that in future the operational results of TMDM will improve to surplus. 


28. Events after the reporting date 

The were no material events to report after the reporting date. 

29. Unauthorised expenditure 
Opening Balance 

Unauthorised expenditure - current year expenditure 
Unauthorised expenditure - written off as irrecoverabie , 



10 840 549 
3 229 865 
(10 840 549) 


3 847 159 


3 229 865 


Management performed a review of transactions and identified the above transactions to be unauthorised expenditure in 
accordance to the guidelines set per Chapter 1 of the MFMA. The unathorised expenditure relate to overspending on 
operational spending for VOTE 2: Finance and Administration 

A Municipal Public Accountant Committee is to convene to analyse and review the findings on unathorised expenditure 
incurred, upon the recommendations provided by the Municipal Public Accountant Committee to Council, Council will 
resolve either to condone or recover the unauthorised expenditure as stated above as waitlng to be condoned. 

30. Fruitless and wasteful expenditure 

Opening balance 

Fruitless and wasteful expenditure - current year expenditure 222 545 

Fruitless and wasteful expenditure - written off as irrecovable _- 

222 545 


184 457 
(184 457) 


Management has perfbrmed a review of transactions and identified fruitless and wasteful expenditure relating to interest 
and penalties charged fbr late payment by the South African Revenue Service. 

Municipal Public Accounts Committee is to convene to analyse and review the findings on fruitless and wasteful expenditure 
incurred, upon the recommendations provided by the Municipal Public Accountant Committee to Councii, Council will 
resolve either to condone or recover the fruitless and wasteful expenditure as stated above as waiting to be condoned. 
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31. Irregular Expendfture 


Opening bafance 

Less: Expenditure written-offto be recovered from debtor 
Less: Expenditure written-off as irrecoverable 

Expenditure - SCM non-compliance incurred in the current year (The full extent of 
the irregular expensiture is still in the process of being determined) 

Overpayment - councillor remuneration 
Overpayment - municipal manager remuneration 
Remuneration paid for position not in the organisational structure 


4 412 498 

13 973 588 

18 386 086 


8 495 390 
(834 910) 
(8 384 352) 
4 692 309 

15 120 
125 815 
303 126 


4 412 498 


Management has perfbrmed a review of transactions and identifiy transactions which did not comply with SCM Regulation, 
sec. 36 (emergency) to be irregular expenditure in accordance to the guidelines set per Chapter 1 of the MFMA 

The current year's irregular expenditure figure inciudes R 6 000 000 which was awarded through SCM Regulation 32 and 
management has referred this matter for abritration fforn the Director General of Provincial Treasury * 

In the prior year, the appointment of two service providers was investigated and an amount of R 2 693 024 was written off 
by council. The service providers were appointed for a period of three years and the expenditure amounting to R 1 633 112 
for the year under review is incfuded in the current year^s liregular expenditure. 


32. Addltlonal disclosure In terms of Munlcipal Flnance Management Act 
Contributlons to organised focal ffAwmmaJh AUDITOR fljj 


Current year 

Amount paid - current year 


Materfal losses through crlmlnal conduct 


P.O. BGX J15 

0 8 - 02 - 2019 

BLOEMFOMTEINf 9700 

AUiJflrOBrilwMAL 


575 949 601 941 

(575 949) (601 941) 


The municipality incurred a material losses through criminal conduct during the reporting period. 

Incident - Intemet banking payment to fraudulent account 


The municipality paid an amount of R1 535 097 on 28th April 2017 to a fraudulent account FNB bank account, the fraud 
case was reported to South African Police Services (SAPS) (case number 23/05/2017) at Phuthaditjhaba polioe station, an 
amount of R577 814 has been recovered thus far, therefbre, the possible mateiral losses amount to R957 283, which is 
currently under investigation by Police, FNB and ABSA fbrensic department. This balance has been disclosed under 
General Expense Note. 19 Disaster Intervention 


Incident - Fleet card misused theft 


Municipal employee committed a theft by using a municipal fleet card to procure motor vehicle spares fbr his own benefit, 
disciplinary action was instituted against the empioyee and he was found guilty of fraud altematively theft, the employee 
was dismissed on the 08 August 2017. The losses amountto R6.817.20. 
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32. Additional disclosure in terms of Municipal Finance Management Act (continued) 
Audit fees 


Opening balance 

Currentyear 

Amount paid - current year 


1 220 986 

3 113281 
(3 479 432) 

3 740 239 
(2 519 253) 



854 835 

1 220 986 

PAYE, SDL and UIF 




Opening balance 

Currentyear 

Amount paid - current year 


1 013 256 

12 078 589 
(12 046 383) 

825 721 
12 011 272 
(11 823 737) 



1 045 462 

1 013 256 

Pension and Medical Aid Deductions 

Opening balance 

Current year 

Amount paid - current year 

Vuifo * 315 \ 

\ * OMQ 1 

1 185 585 

13 835 210 
(15 020 795) 

13 473 314 
(12 287 729) 


1 Q8 -Uc /uw | 

- 

1 185 585 

VAT 

VAT receivable 


1 750 701 

2 206 405 

33. Municlpal office occupation 

The municipal head office situated at 1 Mampoi Street, Old parliament Building, Witsieshoek. The building is leased from 

Free State Department of Public Works for no rentai consideration. 

34. Contracted services 




Information Technology Services 

Professional fees on Grant Expenditure 
Contracted Financial Support 

Performance Management System 


57 946 

2 534 404 

134 633 

2 031 579 
556 011 



2 726 983 

2 587 590 

35. Revenue 




Sundry income 

Interest received - investment 

Service in Kind revenue 

Government grants & subsidies 

Other transfer revenue 


192 387 

897 865 

17 028 908 

113 780 700 

4 599 209 

180 961 

1 147 633 

8 724 653 
102 950 102 
710 850 



136 499 069 

113 714199 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

Sundry income 

Interest received - investment 

192 387 
897 865 

180 961 

1 147 633 



1 090 252 

1 328 594 


63 


THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Annuai Financial Statements forthe yearended 30 June 2018 

Notes to the Annual Fšnancšal Statements 

Figures in Rand 2018 2017 


35. Revenue (continued) 

The amount Included in revenue arislng from non-exchan ae tr ansactlons 
is as foliows: 


Si 


Service in Kind revenue 


Jl7 028 908 

8 724 653 

Government grants & subsidies 

I 08 - 02 - 9 nm 

113 780 700 

102 950 102 

Other transfer revenue 


/ 4 599 209 

710 850 


36. Budget dlfferences 
Material differences between budget and actual amounts 


IN, 


9300 


36.1. Sundry income - the actual revenue over the final budget indicates a dedine due to the provision fbr depreciation 
being a non-cash item. 


36.2. Depreciation and amortization - the actual expenditure over the final budget indicates an increase due to additions 
bought during the current year, the timing of the purchases which was earlier than the planned date this has ied to an 
increase in the depreciation. 

36.3. Finance costs- the actual expenditure ōver the final budget indicates a saving, due to the municipal lease agreement 
that has come to an end and bank charges that were included as finance costs instead of general expenditure. 

36.4. Lease rentals on operating lease - the actual expenditure over the financial budget indicates an increase due to vast 
consultations of communities within the whole district. 


36.5. Contracted services - the actual contracted service expenditure over the final budget indicates a saving due to less 
consultants used. 


36.6. Grant and subsidies paid - the actual expenditure over the final budget indicates a saving due to the VAT portion on 
the actual expenditure accounted for in the input VAT account. 

36.7. Repairs and maintenance - the actual expenditure over the final budget indicates a decrease which is due to the 
misclassification of Repairs and maintenance budget which the classification should be general expenditure in terms of 
mSCOA. 


36.8. Receivables from exchange transaction - the actual receivables from exchange transactions over the final budget 
indicates an increase due to non-payment of long outstanding debts. 

36.9. VAT receivables - the VAT receivable over the final budget indicates an increase an increase due to the VAT refunds 
for the periods June 2018, still outstanding frorn South African Revenue Services. 

36.10. Finance lease (current and non-current) - the actual finance lease current and non-current overthe final budget 
indicates a decrease due to the contract that has come to an end and provision was made fbr new appointments which are 
still to take place. 

36.11. Payables from exchange transaction - the actual payables from transactions over final budget indicates an increase 
due to financial constrains experienced during the year 

36.12 The building that TMDM operates in is owned but the Department of Public Works and the department settles the 
below expenses on behalf of the Municipality. These costs are recognised as revenue as per GRAP 23 par 99. 

36.13 Interest on Investment - the budgeted amount exceeds the actual amount due to less funds in investment account 
over the period to maturity. This is due to financial pressunes that the Municipality experienced on the period under revjew. 

36.14. Property, plant and equipment-Actual carrying amount over the final budget indicates a decrease due to financial 
constraints experienced during the year and assets that where fully depreciated. 

36.15. Intangible assets - Actual carrying value over the final budget indicates a decrease due to software that is fully 
depreciated. 
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37. Sundry income 

Sundry income 
Tender ncome 
Insurance refunds 


38. Lease rentals on Operating Lease 


201 756 
2 635 860 
(1 524 345) 

1 313 271 


3 479 432 


The disclosure of provislon fbr post-retirement medical aid benefit was classified under one-line item (Long Service awards) 
whereas the are two classifications under employee benefit obligations (i.e. Long Service Awards and Post retirement 
Health care Subsidy). 

The correction of the error resulted in adjustment as follows; 

Statement of Financial Performance (30 June 2017) 

Increase in health care benefits 112 000 


Statement of Financial Performance (30 June 2017) 

Decrease in defined benefit obligation - Long service _ (112 000) _ 

40.2. Employee benefit obligation 

During the current financial year, reporting of employee benefit obligation was split according to current and non-current 
protions of the employee benefit obligations. These liabilities were previouosly disclosed under the statement of financial 
position as a non-current liability. 

The impact is as follow: 

Statement of Financial Position (30 June 2018) 

Increase in current portion of employee benefit obligation _ 490 000 _ 

Statement of Financial Position (30 June 2018) 

Decrease in non-current portion of employee benefit obligation _(490 000)_ 



107 486 
1 341 593 
(1 247 323) 

201 756 


2 209 871 


180 961 

3 684 
188 703 

192 387 180 961 
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40. Prlor period errors (continued) 

40.3. Expendlture 

At the end of the prior year, grant expenditure was split into two categories (contracted services and general expenses). 

The ipnpact is as fbllows: 

Statement of Financial Performance (30 June 2017) 

Increase in contracted services 2 031 579 

Statement of Financial Perfomance (30 June 2017) 

Decrease in Grants and subsidies paid (2 031 579 ) 

40.4. Service-ln-Kind 

The Department of Public Works paid the costs related to water and electricity, property rates and taxes and rental income 
for Thabo Mofutsanyana District Municipalrty. 

The effect of this correction is: 

Statement of Financial Performance (30 June 2017) 

Increase in revenue from non-exchange transactions 8 724 653 

Statement of Flnancial Performance (30 June 2017) 

Increase in general expenses 8 724 653 

41 . Servlce in Kind revenue 

The building that TMDM operates in is owned but the Department of Public Works and the department paid the expenses 
below on behalf of the Municipality. The services in kind are as fcllows; 

Water and Electricity i 3 090 232 5 060 769 

Rental income 3 933 676 3 663 884 

17 028 908 8 724 653 
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Actual versus Budget(Revenue and Expenditure) for the year ended 30 June 

2018 


Forecast # 1 

Forecast # 1 


2018 

2018 


Act. Bal. 

Adjusted Variance 

Explanation of Significant Variances 


budget 

greaterthan 10% versus Budget 

Rand 

Rand Rand 

Var 


Revenue 




Government Grants & 
Subsidies 

113 780 700 

112 914 000 

866 700 0.8 

Other transfer revenue 

4 599 209 

4 873 609 

(274 400) (5.6) 

Other income 1 

180 961 

3 668 555 

(3 487 594) (95.1) 

Interest reoeived - 
investment 

897 865 

1 189 633 

(291 768) (24.5) 


119 458 735 

122 645 797 

(3 187 062) (2.6) 

Expenses 




Personnel 

(57 953 885) 

(57 914 933) 

(38 952) 0.1 

Remuneration of 
councillors 

(10 019 248) 

(10 156 963) 

137 715 (1.4) 

Depreciation 

(3 235 722) 

(2 209 648) 

(1 026 074) 46.4 

Amortisation 

(1 166 548) 

(936 414) 

(230 134) 24.6 

Finance costs 

(182 787) 

(81 418) 

(101 369) 124.5 

Repairs and maintenance 
- General 

(2 257 620) 

(2 187 376) 

(70 244) 3.2 

Contracted Services 

(2 587 590) 

(7 968 407) 

5 380 817 (67.5) 

Transfers and Subsidies 

- 

(8 994 250) 

8 994 250 (100.0) 

General Expenses 

(39 264 986) 

90 449 409 (129 714 395);i43.4) 

(116 668 386) 

■ (116 668 386) - 

Other revenue and costs 




Gain or loss on disposal 
of assets and liabilities 

(29 466) 

- 

(29 466) 


(29 466) 

- 

(29 466) - 

Net surplus/ (deficit) for 

2 760 883 

122 645 797 (119 884 914) (97.7) 

the year 





I illDIT ORGEHi AL_ 

L RO. _ BOX 315 

0 8 - 02 - ?m 

BLOEMFONTEIN, 9300 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 
Appendix G3 

Budgeted Financial Performance (revenue and expenditure) 
for the year ended 30 June 2018 


2018/2017 2017/2016 



OifgliHl Budflot 

Rand 

Budget 
Adjustmerrta 
(LLo. s2> and 
>31 oflh* 
MFMA} 

Rend 

Hnal 

edjuitiuenta 

budget 

Rand 

ShllUtitfef 
funds (l.t.o. 
■31 Bftha 
MFMA) 

Ftand 

VtRment 
JLto. Councll 
nppmved 
poiicyJ 

Rnnd 

Fhul Budget 

Rand 

Actual 

Gutume 

Rand 

expendltiiR 

Rand 

Vririanceof 

Aeturi 

Dutcome 

egahut 

Adjustment* 

Budgef 

Rand 

Actuel Actual Reported 

Outcome ai ttQutcomo es % unautlwrlged 
cfFlnal ofDriglnal eiiwiHltiii* 

Budgot Budget 

Rand Ramd Rand 

Enpwidftura 
autfiorlud In 
tonrncf 
uetton 32 of 
MFMA 

Rand 

Balnnee 1o b* 

Rand 

Rutated 

Audlted 

Oulcome 

Ratid 

Reveniie ByQource 

Intmal Hinid - Mtemal Invtalmenta 
Tranafara recognlaed - operalionaJ 

Olher revenue 

Gelns on dlepocnl of PPE 

142S1E2 
215 001 000 
3 347424 

(235529) 

(102057000) 

5194740 

1 109 633 
112914000 
5542164 


!' 

1 169 633 
112914 000 
5642164 

597955 

113700700 

4732968 

(616315.) 


(291 765) 
866 700 
(3809196) 
(616315) 

75 % 
101 % 
65% 
DIV*>% 

53% 

53 % 

141 

DlVffi %! 




Total Revwiue (eoeduding caplld 
irenafers end contributlone) 

Hf 771616 

(97 127 7M) 

122 »45 797 



122545 797 

115 791 219 


(3 595 191) 

97% 

64%:;; ::::: 

u." r :r 









THABO MOFUTSANYANA DISTRICT MUNICIPALITY 
Appendix G3 

Budgeted Financial Performance (revenue and expenditure) 
for the year ended 30 June 2018 

2018/2017 


OrfilMl Badoat Budgat PIimI MHthnef Vlnm«llt FTnri BlidflM Aotu«| 

AfUutttnenti M||uilnMnti tuidi (LLo. pLLu, Ceuiwll Outeum* 

(I Jjd. ill und budoat Ulutttic upppuvud 

i31 oftlii MFMAf pcttay) 

MFMA) 

Rnd ftind Rand Rand Rand Ruid Rand 


2017/2016 


UMuttwniid 

axpwfltun 


Rand 



Aetual Actud 

Outcame ■■ %Outsame ai % 
ot Fbiil of ottilnil 
Bddgat Budgit 



Rnhd RMid Rand 



taimiot 

laettonUof 

MFMA 


Rand Rand 



Eipandttur* By Type 

Employee reiafcd coits 

RamunantMn of eounelllora 

Dapfwdation AaaMt Jmpalrmant 

Fhmoa oharpn 

Rapalra and maintainBnn 

LmarMMll 

CondnoM nrvfon 

Tremfera and grenfc 

Other enpenltire 

SB 148 393 
9339645 
«145 054 
51 41 B 
2677 375 
•77 740 
7968407 
8964350 
130 396793 

1 756540 
517316 
(D 

( 3 B 09 S 9 ) 

(99 292104 ) 

57914933 

10156963 

3 146 053 J , /'■ 
61 416 

2 167376 
«77740 
7968407 
6964250 

31 106 689 

: 

57914933 
10156963 
3146063 
61418 
2167378 
877740 
7986 407 
8994 250 
31 106689 

61 351 833 

10 835 B 41 

4458 006 

56169 

1 787 661 

5 579 464 

7351 854 

31 135 765 

3 446900 

- 878 878 

1 311 943 

• (53 259 ) 

( 2157378 ) 
809921 
( 2386943 » 

(1 632 386 ] 
29076 

106 % 
107 % 
142 % 
35 % 

- % 
204 % 
70 % 
62 % 

100 % 

109 % 

118 % 

142 % 

36 % 

* % 

204 % 

70 % 

82 % 

24 % 


57963889 
i 10019246 

4402270 
162787 

5 S 6011 

2 031 579 
32627420 

Totol Btpanditm 

219 6 X 3 M 6 

(«7 09634 «) 

1234*3 «39 


122 4331 » 

122 546 393 

114554 

100 % 

56 % 

. 

107973204 

SurpkistpafUt) 

M 1601 

(20 543 ) 

2119 « 

. r " 

21195 « 

(3 753 1 T 7 )f 

(3965 135 ) 

(1 771 )% 

(1 554 )%. 

. - . j... ... 

; ' " ( 197973204 ) 

Tranofers mopnJsed - capltal 

241 501 

( 29543 ) 

211956 


211 956 

- ;£ _ 

(211 958 ) 

- % 

- %’ 



ttuipluaJIDelctt] aftar ciplhd 
tttauMi A contrtbutlons 

463 002 

(69 0 * 5 ) 

433 916 

■ i:: 

483 916 

( 3763177 ] i. ; 

( 41770 * 3 ) 

( 3 * 5 )% 

mm: = 

- fi- ■' 

I (107 973 204 ) 


SarphiatpMWt} itUr tnutlsh 

46*002 

_ (59 066 ) 

40911 

. ; 

423911 

|3 753 1 H) r 

( 4177893 } 

[M 5 )% 

( 777 )%/ 

. 

(107 973104 ) 


SutpttM^Dattci) atMbutibfa to 
nnntcJpattty 

4 UN 1 


433 91 « 

■ ■ r 

423*16 

(3763 177 ),_ 

( 4177093 ) 

( 366 )% 

( 777 )%f , 


. > ( 187973204 ) 


Surptuf{Da(tctl) forttie yeir 

4 U 0 D 2 

(59 066 ) 

433 91 « 


423911 

(3 753 177 ); 

( 4177993 } 

(« 5 }% 

( 777 }%- 


E (107 973 204 ) 


r ^ubnOlt GENERAL 
I P.O. BŌX 315 

j 08 - 02 - 2019 

I BLC^MPOMTHN, 9380 

I Ay pffoir SENEftAr 







THABO MOFUTSANYANA DISTRICT MUNICIPALITY 
Appendix G4 

Budgeted Capital Expenditure by vote, standard classification and funding 
for the year ended 30 June 2018 


2018/2017 2017/2016 


Origftwl Bvdgat 

BudgMt 

Flnal 

Ghlfllng of 

Vipcinent FIihI Budgaf 

Aetual 

Unauthorised 

VsrtDKe o| 

Actual Acfuof Reporlad 

Expandltura 

Balance to be 

Reslated 

AdJuitiMflta 
||Kk ill and 
s31 ofttie 
MFMA) 

adfusttiKiils 

budgat 

ftinds flJLOk 
s31 ef ttie 
MFMA) 

(l.t.o. Coitndl 
■pprowd 
pofley) 

OUtCDIIU 

expendllure 

Actusl 

Out«nu 

sgalnst 

Budget 

outafltlM u %Outcome as % unauthoibed 
of FUial of Origbial eKpendltur* 

Budget Budgst 

auihoriHd In 
tmns of 
•ectkm 32 of 
MFMA 

moovefed 

Audlbd 

Outcomi 

Rand 

FUUid 

Rind 

Rsnd 

Rsixf Rsnd 

Rsfld 

Rand 

Rand 

Rand Rand Rand 

Rand 

Rand 

Rand 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 
Appendix G4 

Budgeted Capital Expenditure by vote r standard classification and funding 
for the year ended 30 June 2018 


_ 2018/2017 

* ^ fthltlngBf Vlrmwnt PtitfUiMt Actual UiMimtorlMd VMncigl AotiHd Aetiul 

Ad{oitment» idJu«feMfits ftmdk $1*. (LtOw Csimdl OUtesnw siqHndituri Aetttl Outeoma ■* K Outasmi u % i 

fl £ , bUd| “* ***X v V i Outeot* ofFTmd of Orfglntri . 

*Seui?* 6udB«t Budpt 


2017/2016 


Expand|tur* Batanntobs 
autnoriud In raeovarad 
tfllms of 
■CBtlan 33 of 
MFMA 


Capttaf ExpandHllre-Standard 

ftoveimcc ccd admlnlabntfan 
Corponte Gavfce* 

Cwnmmftyand puUle iaf»|/ 
CammurMy and heIbI aervJoaa 

Tutal Capltel Bipandlttim - fttandanf 


45fi M3 4S9933 

459 933 459933 

7 900 7600 

7600 7500 


100 % OMO * 

100 16 tW/D % 

100 % Dtvni% 

100 » gwo 16 


Intemally gwimtid funde 
Todal Capdtel Rmdlng 


567433 

567433 - T 

567433 

567433 ; . ’ " ' " 

100% 

div/o %r 

- r- . 

637 433 

367433 . > 

607433 

607 4M f 

100% 

Divrosr 

/■ ■ ■■' j' ' ■ ■ ■ 
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THABO MOFUTSANYANA DISTRICT MUNICIPALITY 

Appendix G5 

Budgeted Cash Flows 

for the year ended 30 June 2018 


2018/2017 


2017 


Cash How fram opcmllita noltvltlaa 


Ftocdpts 
Olher Income 


Pcymemts 

SuppUera and empkiyees 
Flnonce chargeB 
Transfere end Grante 

Net cash 1|ow framrueed openrtfng 
adlvtttes 

Casli llow Iratn Inveilhig Mftvlllu 
Reulpta 

PnceedB on dispoul of PPE 
Decreue {Inoreaea) in non-cuirent 
deblore 

Pmha» of olher ihtangitla aaceta 

Dacrflu* (Increeae) In non-curent 

invutmBhta 

Paymants 

Capltal auels 


Cash llow tro*n tfeianchig actlvtllea 

Racripla 

Shart term loane 

Berrewhg long tenn/refjnancjng 

Inereeae (decreaee) in corwrener 

depoeltB 

Payment* 

Repayment cf bernnving 

Het cuh llow hwnfuced flnwialng 
actlvlflu 

Net Incruarildacnua} in euh held 

Caeh/ouh equivaknli at the year 
begin: 

Cashtouh egulvriBHia at tha yui 
end: 


Orlglnal Budget 

Budfeet Adjustmefit* 

(LLo. s2B anri 
«31 of tha 
MFMA) 

Ratid Rand 

Flnal 

■4)u«tmflrrt9 

budgflf 

Rand 

Flnal Budget 

Rand 

Actud 

Outconc 

Rind 

VaHanea el Adual Actllal 

Aetual Outcome u % Outconla aa % 

Ouicmtm ofFlnal , aforlglnal 

•galnst Burigat Budget 

AdJuEtmaita 

Budget 

Ranri Rand Ranri 

Rutated 

Aurilted 

Outcwne 

759 066 

27 209 240 

27668 306 

27 968 305 

8760 300 

(18186006) 

31 % 

1 157% 

180 961 

92 297000 

15565 166 

108865 156 

108 665155 

113B06 500 

4941 344 

105 % 

123% 

103 026 627 



. 

. 

. 


DIW0% 

DMffl % 

• 

1 970000 

574000 

2544 000 

2544 000 

887 665 

(1 646 135) 

35 % 

46 % 

1 147 633 




- 

- 


DMO% 

DlVfl % 


(85759 535) 

(471B900B) 

(132948 543) 

(132648 543) 

(122055 294) 

10 893 249 

92% 

142% 

(97 878 866) 

(70000) 

e- 

(70000) 

{70 000) 

(28159) 

41 641 

40% 

40% 

(162767) 

- 

- 

- 

- 

- 


Divro % 

DIVjO % 


9 196 131 

(2837 612) 

« 359 91» 

6388*19 

1 401 212 

I49B770T) 

22% 

15 % 

6193 648 


761 664 


761 654 

781 654 


(761 654) 

DlV/0% 

• % 

DIV/0 % 

- % 

99216 







DlWO % 
DMO % 

DIV/0% 

DIV/0% 

(2222 165) 

(7 055 000} 

. 

(7055 000) 

(7055 000) 

(463 105) 

6 591 895 

7 % 

7% 

(3207867) 

(»273 346} 


(6273 34«) 

(6273 346) 

(483 105) 

5 910241 

7% 

T % 

(6 330*16) 

I 





- 

DM0% 
DTuTO % 
DIV/0% 

DMO% 
DlVAt % 
DIV/0% 

; 





(414675) 

(414 675) 

DW/0% 

DIV/0 % 

(1 351155) 



■ 

- 

(414 «7«) 

(414 676} 

nvm % 

WV/8% 

(1 351 155) 

2 «231*6 

(2837 912) 

85 573 

66 873 

«23 432 
249450 

437*5* 

612% 

1B % 

(4BB 423) 

737 869 

2 923 18S 

12 837 612] 

8« «73 

85673 

772 BB2 

437*5« 

9«3% 

29 % 
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